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& personal loan does live after him when it is automatically 
protected by life insurance in favor of his bank. Then invariably the 
bank’s net profits increase; so does good will; and endorsers are more 


readily obtained. The world’s largest (and the original ) underwriter in 
this field: The Morris Plan Insurance Society, 420 Lexington Avenue, 
New York, N. Y. Insurance for the Banker on thggitiife of the Borrower 
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The Condition of BUSINESS 


GRADUAL IMPROVEMENT. Business generally is less shy 
and is beginning to count boldly on a period of gradual ex- 
pansion with only minor setbacks. A great many persons do 
not like the national debt and tax outlook any better than 
before but are going along with the prosperity chorus. A 
representative group of active leaders from every section of 
the country recently had an opportunity to exchange views 
across the table and these men were practically unanimous 
in the belief that the trend was definitely up. , 

More Couracr. The sort of confidence that was lacking 
in 1936 and the first part of 1937 is now a factor to be 
reckoned with and it seems to be genuine enough to stand 
quite a bit of pounding. In spite of an occasional discordant 
note, we appear to be closer to an era of national teamwork 
than at any time in a half dozen years and this is reason 
enough for whatever confidence exists. 

UNBALANCED BupGeEt. The Government’s debt casts a 
disagreeable shadow over everything and in this respect the 
situation is obviously worse than ever. It is unfortunate in 
the midst of rising activity and increasing production that 
the Government should be going farther into debt every 
day and that this way of managing the public purse should 
have become so commonplace that it is mentioned only at 
the risk of being tedious. An annual deficit has come to 
be accepted by many as a necessity without which recov- 
ery, if any, would be an uphill struggle. 

NOVEMBER BALLOTING. Pre-election straws have been 
reassuring in the main but it is significant of a certain state of 
mind that post-election possibilities are a source of anxiety. 
There are pessimists who have watched the weather in 
Washington change from warm to cold and back to warm so 
often that they would not be surprised to see the same 
thing happen again. 

Goop WILL. The most careful and authoritative testings 
of public opinion recently have indicated beyond doubt that 
business is recovering much of its pre-depression good will. 
Assuming that this is true, it is the most important single 
factor in the development of a mild boom psychology. Only a 
complete restoration of public confidence in private enter- 
prise can reverse the forces that have kept trade and indus- 
try on the anxious seat for six or eight years. 

Cross SEecTION Pott. For the first time this year BANK- 
ING’S cross section index shows more businesses reporting 
improvement than there are reporting an unfavorable trend. 
In a poll of 2,500 bank directors and business leaders, rep- 
resenting every part of the country and all principal lines of 
activity, 33 per cent reported an upward trend, 37 per cent 
said that there was little change one way or another and 30 
per cent stated that the direction was still down. The finan- 
cial group made the best showing, followed by the industrial 
group with the agricultural responses showing up least fav- 
orably. The reports for the last six months can be sum- 
marized as follows: 


Up Unchanged Down 
April 15 34 51 
May 
June 
July 
August 
September 
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LEGISLATIVE OuTLOOK. There is a widespread feeling on 
the part of business men that the next Congress will reflect 
a more conservative view. Wishful thinking or not, the hope 
will not down that new taxes will be shaped with more regard 
for the needs of business, that legislation affecting wages, hours 
and labor relations will be modified, and that there will be 
less politics in dealing with problems of unemployment, 
social security, relief and a host of other matters. 

PEACE AND REARMAMENT. The fundamental strength of 
the recovery forces has been demonstrated by their re- 
sistance to the paralyzing effects of the war crisis. The eco- 
nomic consequences of the Munich peace are going to fill the 
center of the stage for some time to come. No one can be 
sure what they will be but no one can doubt their tremendous 
importance to business everywhere in the world, particularly 
international trade. 

The various rearmament programs are unprecedented in 
magnitude and will affect principally aviation, shipbuild- 
ing, the automotive field, chemical industries and steel, and 
through these almost all other lines of business. 

SEVERAL Inpicators. Steel operations have passed the 
50 per cent mark and are expected to reach a definitely 
profitable volume before the end of the year. The resumption 
of purchases by automobile makers is chiefly responsible 
for the rise. Motor car production in the fourth quarter will 
be the best for the current year. Building construction, 
private and public, is well ahead of 1937. Even the railroads 
are expecting a share of the good news, particularly in mov- 
ing autumn’s big crops. Retail trade has lagged, but with 
payrolls increasing and the Government’s spend-machine 
picking up speed the retailefs should not have long to wait. 

Hovusinc OvutTLook BricutTest. The building industry in 
all its departments and ramifications seems to be in an 
excellent position to profit by present circumstances. Con- 
servative observers in this field who have not seen any 
reason for optimism in a decade or more have recently 
turned definitely to the view that conditions are right for a 
substantial increase in construction activity. 

Crepit Upturn. A small increase of loans to industry, 
agriculture and commerce has provided encouragement. 
There was never so much bank credit available but until it 
is used there can be no genuine, natural recovery. Banks 
probably have been making more new loans in recent 
months than their net figures indicated. Merchants and man- 
ufacturers have been liquidating their stocks and paying 
off loans in a volume that exceeded new lines of credit. 

New Capitat. Prospects of new financing are good com- 
pared with any time in the last few years. Recent issues have 
been eagerly purchased. Also some new money for the Gov- 
ernment will probably be needed during the quarter because 
the spending program is just getting well under way. 

INTERMEDIATE CRreEpIT. There is increasing pressure in 
some business circles and some departments of the Federal 
Government for the establishment of a system of inter- 
mediate credit banks for industry. Exactly what proportion 
of the agitation is from business and what proportion from 


_ politics would be difficult to establish. The most significant 


phase of the movement is an effort to obtain the support of 
the bankers of the country on the ground that unless they 
cooperate in the establishment of intermediate credit agen- 
cies the Government itself will enter the field. 

R. Kuans 


What's 


The answer is—it happens too, too infre- 
quently. 


For here you see two old people on 
their own, independent—entertaining 
their children instead of being supported 
by them. 


“Two old people who are lucky,”’ many 
will say. But if their success is luck, it is 
the kind of luck that anyone with fifteen 
years of earning power left can have. 


Yes, any man, every man with ten or 
fifteen years of earning power ahead of 
him can put the fear of destitute old age 
behind him—and his earnings need not 
be large. Even if he earns but a modest 
income he can make a financial success of 


his life. An Investors Syndicate repre- 
sentative can demonstrate this to you. 

Ask him to explain the Living Protec- 
tion plan—and how, by means of it, you 
can accumulate $5,000, $10,000, $25,000 
or more. Money enough to send your 
boy to college, to set you up in a busi- 
ness of your own—or to provide a 
financial backlog by the time you want 
to retire. 

Let the representative show you how 
this plan operates, how it encourages 
the persistence which makes success pos- 
sible. Let him show you how it is help- 
ing over a quarter of a million men and 
women to success right now. 

He can tell you, too, how the Living 


INVESTORS SYNDICATE 


Established 1894 


Living Protection...everyman's road 


to financial security 


wrong with this picture? 


Protection plan is backed by an institu- 
tion nearly half a century old—with a 
record of never having failed to meet an 
obligation on time, when due. 

Look up your local Investors Syndi- 
cate agency office in the phone book and 
ask a representative to call. And in the 
meantime, mail the coupon below—to- 
day. It will bring you a booklet which 
points the way to future security for all 
who care to take it. 


There are Investors Syndicate agency 
offices in over 200 leading cities 


INVESTORS SYNDICATE TITLE AND GUARANTY 

cO., NEW YORK + INVESTORS SYNDICATE, 

LIMITED, CANADA + THESE COMPANIES ARE 
AFFILIATES OF INVESTORS SYNDICATE 
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Banks and the Treasury 


Washington, D. C. 


ANKING conditions in the United 
States continue to be dominated by 
the Treasury Department. At present 
deficit spending is much more of an 
influence than the tremendous influx 
of gold which attended the European 
crisis and, which in ordinary circum- 
stances, would be the most powerful 
factor in the situation. The imports of 
gold have not been “sterilized” in the 
manner previously adopted by. the 
Treasury to prevent an increase in bank 
deposits at a time when it was con- 
sidered necessary to prevent inflation 
by selling Treasury bills for the purchase 
of incoming gold and thus drawing as 
much from the banks as the gold con- 
tributed in the way of increased de- 
posits. 

Instead the Treasury has bought 
recent gold imports and passed them 
into its general fund. The result is that 
at the beginning of October when the 
apex of the gold movement was appar- 
ently reached, the gold in the general 
fund amounted to over $800,000,000. 
Approximately $140,000,000 of this gold 
represents a balance of the “profit” 
from the devaluation of the dollar and 
is obligated to the Federal Reserve 
banks as against possible “ working capi- 
tal” industrial loans. 


A $660,000,000 CUSHION 


THIS leaves upward of $660,000,000 of 
free gold in the general fund with which 
the Treasury can meet any demands for 
gold from abroad. In other words, recent 
gold imports and possible exports in the 
near future will have no effect upon 
bank deposits. If possible exports of 
gold should exceed this cushion of 
$660,000,000 the Treasury would be 
compelled to draw upon its bank funds 
for the purpose of providing the gold 
for the necessary exports. This would 
decrease bank deposits and, theoreti- 
cally, tighten credit to that amount. 
In actual practice the prospect is that 
deficit spending will increase bank depos- 
its at a much more rapid rate than any 
possible gold exports will reduce them. 
Until new financing is undertaken the 
Treasury must meet the excess of its 
expenditures over income by drawing 
upon its balance in the general fund, 
and this excess naturally is registered 
by increased deposits in the banks 
which, in present circumstances, means 
a proportional increase in excess re- 
serves. On October 5 excess reserves 
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were estimated by the Reserve Board as 
$3,020,000,000 while Treasury deposits 
with the Reserve banks stood at $770, 
000,000,-$694,000,000 more than on the 
corresponding date last year and fully 
that much above normal. Thus there is 
prospect that excess reserves will soon 
be increased by about that amount. 


THE DEFICIT 


THIS increase, moreover, is likely to be 
very rapid when once it gets under way. 
At the end of the first quarter of the 
current fiscal year the deficit in the 
Treasury had reached only $700,983,352. 
Since the estimated deficit for the year 
is $3,984,000,000 it is evident that 
Government expenditures in the recov- 
ery program must increase rapidly in 
the near future. 

The recovery program has been slow 
in getting started but it seems to be on 
its way. Only in the W.P.A. have ex- 
penditures run ahead of those of last 
year while outlays on public works, on 
which the Government counts heavily 
in its recovery program, are not even 
abreast of last year. By the beginning of 
the new calendar year, however, these 
outlays will be in full swing. 

There is considerable evidence, more- 
over, that the estimated income of the 
Government will not be fully realized 
and that the estimate of the year’s 
deficit will be more than realized when 
the final returns are in. All this will be 
reflected in increased bank deposits and 
unemployed bank funds, some of which 
later may be taken up by new Govern- 
ment financing. 

GEORGE E. ANDERSON 


Cyril B. Upham, special assistant to the 

Secretary of the Treasury, has been 

appointed First Deputy Comptroller of 
the Currency. (See page 154.) 


CHECKING ACCOUNTS: 


NO. 8 OF A SERIES 
De Luxe presents these talks as a contri- 
bution to a subject of vital interest. We 
welcome questions, ideas and comments 
bertaining to the small account movement. 


ly DiscussinG the small checking ac- 
count question recently with a 
good banker friend of ours, he said: 
probably won't encourage such 
accounts. Years ago we did it and it 
was a mistake. We found ourselves 
literally swamped with unprofitable 
accounts. Actually we created a ‘free 
lunch’ for hundreds of people and we 
don’t want to make the same mistake 
again.”’ 


Was it a mistake? And if it was, shall 
we say that the mistake was in en- 
couraging the opening of the accounts 
or in offering the ‘‘free lunch’’? Can 
we even class that as a mistake? Per- 
haps conditions at that time justified 
what was done. We do know that the 
competition for the use of funds was 
keen because those funds could be 
readily sold at a good profit to the 
*‘buying group.” 


The motive behind the small checking 
account movement today is quite dif- 
ferent from what it was in the 1920's. 
Now it is prompted by a desire to 
broaden the service of banking insti- 
tutions so as to include as many people 
of good character as facilities will 
permit. The profit comes, not from the 
use of the funds, but from the service 
rendered. 


Price lists for service undoubtedly will 
be made flexible enough to remain in 
harmony with interest rates and costs 
as they move up or down. Sensitive 
enough so that elapsed time of adjust- 
ment is reduced to a minimum. 


| | 
CHECK PRINTERS INC., 
BARRIS @ EWING 
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HEADACHES IN THE HEADLINES 


In bewildering succession the head- 
lines flash news of monetary 
upheaval, undeclared wars, trade 
treaties, labor schisms, political 
strife, plans for relief, recovery and 
reform. Each day you must attempt 
to gauge the effect of these diverse 
developments on your bank’s bond 
account. Each day you must try to 
hold a conservative course in an era 
when all the world’s events seem to 
be conspiring to make your bank’s 
investment decisions difficult. 

Obviously, in bond markets sub- 
ject to so many confusing influences, 
you can no longer follow the simple 
investment rules that served so well 
a decade ago. Today you must con- 
stantly scrutinize your past com- 
mitments in the light of each day’s 
news. You must be alert to act 
realistically whenever the need for 
changes in your bank’s bond account 
appears. 

But merely to be well informed 
on what is happening here and 
abroad in business, finance and gov- 


ernment is a full-time job today. To 
assemble and interpret all the news 
that affects each bond your bank 
owns, to make prompt and realistic 
decisions at a time when indecision 
and wishful thinking abound .. . 
that is more than a full-time job for 
any One man. 

That is why, when your bank sub- 
scribes to Moody’s Bank Supervisory 
Service, a group of mature invest- 
ment specialists will be watching 
every factor affecting your portfolio. 
Literally keeping their eyes on the 
economic world, these men will be 
alert for weaknesses in old invest- 
ments, constantly searching for 
attractive new investments. And to 
make this service practical, a Per- 
sonal Counsellor will apply the 
findings of Moody’s Staff to your 
specific requirements, helping you to 
achieve the most in income, liquidity 
and safety. 

Your inquiry for complete infor- 
mation involves no obligation and 
will be held in confidence. 


MOODYS INVESTORS SERVICE 


JOHN MOODY, President 


65 BROADWAY 


NEW YORK CITY 
105 WEST ADAMS STREET, CHICAGO 
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JUST A MINUTE 


Public Meetings 


To the Editor: 

Mr. Irwin carried his Wisconsin audi- 
ences and completed some fine educational 
work for us at our group meetings. 

We reached about 10,000 people at 
these meetings, including about 1,500 
bankers and their friends as delegates. 
As a public relations effort the combina- 
tion of music and information was well 
received. Personally I was especially 
pleased to see the interest of the audience 
in Mr. Irwin’s discussions. The enthusias- 
tic response and applause of the audiences 
certainly showed that they liked him and 
appreciated his message. 

A. R. GRUENWALD 

Director of Public Relations 
Wisconsin Bankers Association 
Milwaukee, Wisconsin 


William A. Irwin, Assistant Educa- 
tional Director, American Institute of 
Banking, made a series of talks at pub- 
lic meetings in Wisconsin. 


Bond Ledger 


To the Editor: 

Will you please advise if you know of a 
stationery supply house which stocks the 
bond ledger sheets like the one shown on 
page 27 in your September 1938 issue. Of 
course we could have any house make 
them up special but the cost would be pro- 
hibitive. 

J. L. WEBB 

Assistant Cashier 

Bank of Williamstown 
Williamstown, Kentucky 


To the Editor: 

In the September issue of BANKING, I 
was very much interested in your article 
regarding ‘‘A Tax Saving Bond Ledger”’, 
and the illustration therein of a page of 
the record. 

I would be much pleased to know where 
we can find or purchase such a record, 
what it costs, and if it is a loose leaf or 
bound form or both. 

I think you have found or originated, 
I do not know which, the best record to 
be had. Certainly I have not seen any- 
thing to equal it. 

We shall very much appreciate any in- 
formation you can give us, as we believe 


now that we would like to have such a 


record. 
F. D. KELLEY, Cashier 
Bank of Giles County 
Pearisburg, Virginia 


BANKING received a number of let- | 


ters similar to the two above. The 


author of the article referred to, E. S. | 


Woolley, states that, as far as he knows, 
the form of bond ledger which he de- 
signed has not been printed by anyone. 
He suggests that those interested might 
write to Watt and Gillogly, South La 


Salle Street, Chicago, or to one of the | 


offices of Remington Rand, both of 
which concerns have, in the past, 
printed and sold forms which he has 
designed. Mr. Woolley says: “My 
only object in designing the form, of 
course, was to aid banks in keeping 
clearer records, which, in my work with 


Below, the Bank of Pineville, Pineville, Missouri, which had a part in a moving 

picture depicting the life of Jesse James. With the addition of a wooden awning 

and board sidewalk, it represented the Farmers State Bank of Liberty in 1880, 
which figured in the career of the famous outlaw 
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FIRST WISCONSIN 


(RS PLAY 


@ Here is a truly modern system of 
statewide banking service . . . co-ordi- 
nated and streamlined to meet the Wis- 
consin needs of national corporations 
(as well as banks). Based on the fact 
that over 85 per cent of all Wisconsin 
banks are First Wisconsin correspon- 
dents, the unique C-R-S Plan assures 
efficient handling of Wisconsin funds 

. stabilized balances . . . simplified 


audit control of Wisconsin accounts | 


...and prompt, economical collection 
of Wisconsin items... without disturb- 
ing established banking connections. 
Business executives and bank officials 
are invited to write 
for further details. 


Member of Federal 
Deposit Insurance Corp. | 


them, I have found leave much to be 
desired in many instances.” 
Press Relations 


ONE LARGE Eastern university, in an 
effort to maintain up-to-the-minute 


|contact with the press, had its bureau 


of public information mail out a memo- 
randum to all editors. The release gave 
the home address and telephone num- 
bers of four members of the staff upon 
whom the editors could call for infor- 
mation on university stories after office 
hours. 


Phonograph Record 


TrusTEES of the New York State Bank- 
ers Retirement System have produced a 
phonograph record designed to explain 
the system and its functions to bank 
directorates of the state. Numerous 
banks have used the record, which runs 
10 minutes, at board meetings during 
the past few weeks. 


Dormant Accounts 
To the Editor: 

Will you kindly send me tear sheets of 
any articles you may have published con- 
cerning unclaimed bank deposits? 

Also, if you have any suggestions to 
offer which might assist me in the study I 
am making of this subject, I would appre- 
ciate having them. 

CHARLES J. GEIS 
84-47 118th Street 
Richmond Hill, N. Y. 
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Mr. and Mrs. Fred N. Shepherd on the lawn of their home in California. Mr. 
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MR. B. LEFT HIS CALLING CARD... 


He also left a thoroughly ransacked home. But tomorrow 
morning a dismayed owner will miss some things the burglar 
did not leave behind—treasured family silver, a diamond ring, 
an expensive fur coat. 

Statistics show that your home stands the chance of being 
burglarized six times for every time it catches fire! Yet many 
of us, who wouldn't think of being without fire insurance, 
seldom give a thought to protecting our home against a visit 
from the insidious “Mr. B.” 

It is quite natural. 


Fires are “well advertised”—they are noisy, spectacular af- 


fairs. Theft, on the other hand, is a stealthy, under-cover opera- 
tion. The burglar works in silence, in darkness. Seldom is he 
caught in the act. Also, burglary is actually so common today 
that it must have an unusual “news twist” to be published 
in your newspaper! 

In this, its fortieth anniversary year, The Maryland will re- 
imburse thousands of policyholders for losses by burglary, 
hold-up both on and off the premises, and theft by servants, 
delivery men and solicitors. Burglary and robbery policies to 
protect your store, factory or office, too, can be obtained from 
any of the 10,000 Maryland agents. 
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ENTERED at Head Office, 55 Wall Street; with 73 branches 
® in Greater New York; with 70 offices in 24 overseas coun- 
tries and with correspondent banks and clients in every state 
of the Union and in practically every country in the world— 


THE NATIONAL CITY BANK OF NEW YORK 


offers leading industries, through their local banking affilia- 
tions, immediate trade and credit information and every finan- 
cial service to meet each individual problem. 


Member Federal Deposit Insurance Corporation 
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Services That Banks Sell 


Some of the many services which banks 
offer their customers are briefly outlined 
in the following columns, as reported for 
BANKING by BurEN H. McCormick. 


“Capital” Loans 


NEW DEVELOPMENT in commercial 
A banking in the past few years is the 
making of serial loans. This involves 
credit to large, well established busi- 
nesses for periods up to five years and 
repayable in instalments. 

This break with the tradition that 
nine to 12 months was about the maxi- 
mum for business loans is largely ac- 
counted for by the demand for longer 
term bank funds as a result of strings 
tied around new security issues by the 
Securities Act of 1933. Barriers put in 
the way of new flotations of securities 
caused business to seek bank money— 
but for longer periods. The answer, 
worked out in the beginning by a few 
banks and followed by others, all in 
larger cities, is the extension of credit 
through serial loans—that is, loans with 
different maturities, perhaps semi-an- 
nually or annually. 

Extension of credit for longer periods 
involves greater risks and therefore 
demands greater protection. Wareliouse 
receipts for the borrower’s inventory, 
mortgage on his plant and equipment, 
borrower’s agreement to maintain a 
certain minimum amount of current 
assets above current liabilities, a mini- 
mum ratio of current assets to current 
liabilities, borrower’s agreement not to 
mortgage or pledge any assets during 
the life of the loan—all these are sug- 
gested and used as added precautions 
in this type of loan. 

Interest rates on all maturities of a 
serial loan may be the same but usually 
they are higher on the longer maturities, 
with average rates on best loans 3 per 
cent to 4 per cent. 


Pay-as-You-Go 


Checking Accounts 


checking accounts pro- 
vide a service designed to meet the 
needs of (1) those who have never en- 
joyed a checking account, and (2) those 
who, in the past 15 years or so, have 
given up checking accounts because of 
imposition of minimum balances or 
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service charges which they felt they 
could not afford. 

Although not very widespread as yet, 
this relatively new adaptation of an old 
banking service has attracted much 
interest. It promises to grow, although 
the form may be changed from time to 
time. 

The phrase “pay-as-you-go” accu- 
rately describes this new streamlined 
checking account service. The depositor 
pays in one of two ways: (1) so much per 
check—usually 10 cents—and no charge 
for deposits, or (2) so much—usually 5 
cents—for each check drawn and each 
deposit. In some cases each item de- 
posited is charged five cents. Object of 
the charge per check and per deposit, 
of course, is to put the cost of checking 
account service on a more equitable 
basis, with activity of the account de- 
termining the cost to the customer. Flat 
service charges fail to do this. Another 
system—and one which the Bank 
Management Commission of the Amer- 
ican Bankers Association has recom- 
mended over the general pay-as-you-go 
plan—is a combination of a flat service 
charge of so much per month (to take 
care of maintenance costs) and an ad- 
ditional charge of so much per check 
drawn and item deposited (which would 
be large enough to include a profit for 
the bank). 

Adoption of pay-as-you-go checking 
account service, or something similar, 
should open up a wider field for the 
banks. No minimum balance is required. 
“As little as $1 opens a checking ac- 
count” is a favorite slogan of such 
plans. Although 15° years ago service 
charges on checking accounts were 
fairly rare—they are far from generally 
in force even today—the average bank 
did not encourage the opening of small 
checking accounts. They are costly. 
Most operators of pay-as-you-go plans, 
however, actively seek accounts, for 
profitable operation of such plans de- 
pends in large part on sufficient volume. 

Checks used in pay-as-you-go ac- 
counts are virtually identical with those 
in ordinary checking accounts, the 
slight difference lying in the account 
number on the check. Accounts are 
kept by numbers rather than by names, 
to simplify bookkeeping and handling of 
deposits. 

Pay-as-you-go plans appear under 
various names. Some of them are copy- 
righted and the owners require a fee 
which generally includes supplies used 
in setting up such a service. Many banks 


have set up their own plans, not using 
copyrighted ones. 

Since this type checking service is 
designed to attract people who have 
never used checking accounts, news- 
paper advertising is used. Lobby dis- 
plays have also been found helpful to 
attract such people as savings deposi- 
tors. Word-of-mouth endorsement by 
those who have opened accounts has 
proved helpful. Some banks solicit 
friends of persons who have opened 
accounts. 


Personal Loans 


every commercial bank 
has made some sort of personal loans 
for years. But only in recent times have 
banks considered such loans as a dis- 
tinct field of commercial banking activ- 
ity—and one which might be profitable. 
Personal loans today mean loans made 
usually on a discount basis, largely for 
12 to 18 months, and repayable in 
instalments. 

Two important factors have been 
instrumental in encouraging banks to 
get into this field of lending: 

1. Success of the instalment finance 
companies, even through the depression 
period. 

2. Possession of large idle funds with 
interest rates low and supply of earning 
assets running well behind demand. 

This type of loan is aimed directly at 
helping the “little fellow” obtain bank 
credit. Such loans are for an extremely 
wide variety of purposes: automobiles, 
refrigerators, furniture, and all kinds of 
household equipment are only a few 
among the many things financed by 
this type of loan. Money may be bor- 
rowed to take care of funeral expenses 
or the doctor’s and dentist’s bills. 

The most common maturity of such 
loans is 12 months. The average rate 
charged is 5 per cent to 6 per cent. Since 
this is generally on a discount basis and 
since the money is paid back in most 
cases in equal monthly instalments, the 
actual interest return to the lender is 
roughly twice the amount of the rate 
quoted. 

In response to an A.B.A. survey 
earlier this year, banks in the personal 
loan field included the following among 
“new practices”’ employed in handling 
this credit: “‘ Use of machine bookkeep- 
ing for payment records. . . . Insuring 
life of borrower for a flat charge of 1 per 
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cent of face of note. . . . Obtaining 
signature of co-maker on application for 
loan. . . . Sending letters of apprecia- 
tion to makers and co-makers on satis- 
factory pay-outs. . . . Use of coupons 
for making payments. . . . Preferen- 
tial interest rate to employees of well 
established industries. . . . Immediate 
follow up on delinquencies. . . . Placing 


a charge on applications for loans. 
. . . Condensing personal loan forms 
for minimum use of stationery.” 

Some indication of earning possibili- 
ties of the personal loan field can be 
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It may carry the salty twang 
of New England or the soft 
accents of the South. 

It may be swift and crisp 
in the New York manner or 
full of the pleasant rolling r’s 
in the style of the West. 

But wherever you hear it, it 
will be friendly, courteous, and 
efficient. 

It’s the all-American voice 
of the Bell Telephone operator 
—“The Voice with a Smile.” 

The entire Bell System seeks 
to serve you quickly, capably 
and in the spirit of a friend. 


BELL TELEPHONE SYSTEM 


pends largely on volume. 


seen in the following statistics from the 
above-quoted survey: Of 62 banks 
which gave their net returns from this 
business in a percentage figure 51 had 
net earnings 4 per cent or higher. 

Personal loan practices vary widely. 
Some banks make advances on unse- 
cured one-name paper, others demand 
two names, still others require security. 
Many small loans to small business men 
are made on the basis of the personal 
loan plan. 

Profit in the personal loan field de- 


| 


THE VOICE WITH 


Snile 


Common Trust Funds 


xX OUTSTANDING recent development 
in the personal trust field is progress 
toward greater use of the “common 
trust fund”. Two highlights in this work 
were the handing down, in late 1937, of 
regulations by the Federal Reserve 
Board by which common trust funds 
must be run if they are to avoid being 
taxed by the Federal Government as a 
single corporation. To complement 
these Federal Reserve Board regulations, 
the New York State legislature later in 
1937 passed a law permitting establish- 
ment of common trust funds and the 
state banking board early this year set 
up rules by which common trust funds 
must be run under the state law. 

Passage of a common trust fund law 
by Kentucky this year brought to eight 
the number of states to pass such legis- 
lation. 

The common trust fund idea is aimed 
at helping “the little fellow”. Federal 
Reserve Board regulations limit the 


| amount of any one trust which is placed 
| in acommon fund to $25,000. Conversely, 


the common trust fund idea gives banks 


| an opportunity to handle small, un- 


profitable trusts in what might be a 
profitable or at least a less unprofitable 


| manner. There is some disagreement 


among leaders in the personal trust 
field as to whether or not this device 
will save the banks sufficient money to 
make it worth while. A recent survey of 
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all banks in the country operating 
common trust funds, made by a research 
group of the New York chapter of the 
American Institute of Banking, led to 
the conclusion that such funds are 


helpful and do provide a saving to the | 


banks. 

The New York State common trust 
fund law, which is regarded as a model, 
seeks in several ways to avoid pitfalls 
into which common trust funds in the 
past have fallen either through unwise 
or unethical management. Common 
trust funds under this law can be in- 
vested only in securities from the 
“legal list”. The funds must be valued 
at fairly regular intervals and evalua- 
tion procedure is prescribed by the 
banking board. New participations in 
common trust funds can be made only 
on valuation dates. No more than 10 
per cent of the investments of a common 
trust fund shall be in the obligations of 
any one person, firm or corporation. 
Any investment held by a common 
fund which is no longer eligible as a 
new investment must be placed in a 
liquidating account and not be included 
in the valuation of the fund for the 
purpose of accepting new accounts. In 
other words, those investments removed 
from the “legal list”’ must likewise be 
removed from common trust funds. 

Progress toward more extensive use 
of common trust funds in this country 
is sure to be slow. But with the size of 
estates gradually being chopped down 
through high taxes it appears that trust 
companies will give more and more 
consideration to this device in the 
future. 


Insurance Premium 
Financing 


_— have long made loans to insur- 
ance agents to help finance premiums 
of their policy holders. Today, however, 
this practice of helping the man in the 
street, directly or indirectly, to finance 
his purchase of insurance protection is 
being modernized. 

The idea, briefly, is this: Suppose 


John Doe wishes to take out a fire or | 


casualty policy the five-year premium 
on which would be $400, whereas the 


premium on an annual basis would be | 
$100. Obviously Mr. Doe could save | 
himself some money by taking the five- | 


year policy. But he doesn’t have the 
cash on hand. So he goes to the bank 
and, let us say, borrows $400 for one 
year at a 6 per cent rate. By the end of 
the 12 months our Mr. Doe, in this 
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Back of every kind of 
public service is an unseen 
organization, efficient, essen- 
tial, yet generally unrecog- 
nized. 


Back of the friendly smile at 
the teller’s window is the grim 
business of handling the daily 
grist of cash and collections. 


Back of the service you render 
your depositors are the facili- 
ties of this bank available to 
them through you. It is our 
concern, as it is that of your 
teller, that your customers 
shall be well served. 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital, Surplusand Undivided Profits 
$39,000,000 
Member of Federal Deposit Insurance Corporation 


ids 
ment 
ess 
mon 
work | 
of | 
serve 
unds | 
being | 
ment 
tions, } 
ter in | 
blish- | 
d the 
ar set 
funds | 
d law 
eight 
legis- 
21imed 
ederal 
t the 
ylaced 
ersely, 
banks 
l, un- 
be a 
| 
| 
| | 
| 
if 
t 
és 2535 
| 
T. F. HEALY | 
ANKING | il 


BANK LOANS 
strengthened 


by Factoring Service 


XISTING conditions, under which 
EB it is more necessary for banks 
to maintain liquid and stable port- 
folios, have made Banker and Factor 
increasingly close allies. The Fac- 
tor’s basic services—investigation of 
credits and absorption of credit 
losses—not only strengthen the client 


with his suppliers, but enable the | . 4 
| of financing because it removes from 


| their shoulders the problem of providing 


Banker to extend a more liberal line 
with safety, and with the knowledge 
that it can be liquidated at reason- 
able intervals. 


A booklet-—‘* Strengthening Bank Loans’’ 
on request 


1854 x Factors 1938 
225 Fourth Avenut, New York City 


BOSTON LOS ANGELES MONTREAL LONDON 


BANK CASHIERS 


How safe is your capital ac- 
count? Will a further slump 
in bonds leave your deposits 
unprotected? Where are bonds 
headed? 


We have prepared a report 
discussing railroad, utility, in- 
dustrial, short and long term, 
low coupon, and convertible 
bonds. 


A Free Copy 


will be sent on request 


Write 


Babson s Reports 
Dept. 37-12, Babson Park, Mass. 


Please send, without cost or obliga- 
tion, your current report on the bond 
outlook. 
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purely hypothetical case, would have 
paid to the bank about $436 and would 


| have saved himself around $64 on the 
| transaction. 


At least one system that is offered for 
sale to banks in connection with insur- 
ance premium financing provides a 
certified list of fire and casualty com- 
panies which agree to cooperate with 


| banks in financing premiums. As a part 


_ of this agreement those borrowing money 


sign a statement saying that if they fail 
to meet an instalment on their loan it 
shall be within the province of the bank 
to notify the insurance company to can- 
cel the policy. It is also agreed that any 
premium due to be returned to the in- 


| sured shall go to the bank instead. 


Insurance agents approve of this type 


the credit. Being on the ground, as it 


| were, and close to the local picture, 
_ banks are more convenient to the insur- 
| ance agent for this kind of work than 


are the finance companies which are 


| engaged in such financing. Banks can 
| develop this kind of loan by contact- 


James Talcott, Inc.| 


ing depositors, the general public and 


| insurance agents. 


F.H.A. Loans 


EDERAL HOUSING ADMINISTRATION 
ren were given new impetus early 
this year when the revised housing law 
became effective. The new law gave the 
borrower a break in two ways: (1) by 
reducing the amount of his down pay- 
ment, and (2) by decreasing the interest 
he has to pay. 

Briefly, the change is as follows. Un- 


der the old F.H.A. law the borrower, or 
mortgagor, paid 5 per cent on the mort.j 
gage, plus 4 of 1 per cent to th 
mortgagee for servicing the mortgage. 
Both of these interest rates were figured 
on the face amount of the mortgage. 
In addition, the borrower paid % of | 
per cent on the origina] amount of the 
mortgage—straight through to the re. 
tirement of the mortgage—to the F.H.A. 
as an insurance charge. Total interest 
cost—6 per cent plus. 

Under the new law the rate remains 
at 5 per cent but there is no service 
charge. Furthermore, the insurance 
charge, although still 14 of 1 per cent, 
is now based on the face amount of the 
mortgage. Total cost—5 ™% per cent. 

Banks can participate three ways in 
Title II F.H.A. loans—those for new 
construction. They can make such loans 
directly, keeping them in their portfo- 
lios and benefiting from the full 5 per 
cent rate which now includes servicing. 
They can make such loans and sell the 
mortgages at, say, 41% per cent, thus 
retaining 1% of 1 per cent for servicing 
the mortgages. Or, three, they can buy 
such mortgages from others. 

Title I—or modernization—loans carry 
a 5 per cent discount rate and with re- 
payments monthly this makes an actual 
interest rate of around 10 per cent. 

It has been found desirable by those 
banks actually making and servicing 
F.H.A. loans to build up a substantial 
volume if such business is to be profita- 
ble. Profit in servicing operations—that 
is, collecting of the monthly payments 
and disbursement of such payments to 
the holder of the mortgage, the insur- 
ance company, the tax collector and the 
F.H.A.—depends on volume. 

The field for mortgages, of course, is 
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ONSCOUNT 


= BANKING 


A METHOD DESIGNED TO IMPROVE 
YOUR SERVICE 


To speed up your service to clients ...to aid you in making 
fast and dependable investment analyses . . . to assure maxi- 
mum information in minimum time—these are some of the 
advantages of punched card accounting. By this method, ofh- 
cers and other executives are provided with Account Analyses, 
Lists of Security Holders, Anticipated Income Schedules, Tax 
Accounting Reports, and other cash or property schedules 
containing all or any part of the minute account and security 
information in the records. All necessary entries are made from 
one recording of a transaction. Automatic machine action speeds 


up routine work, allowing more time for service to customers. 


«An ever-increasing number of banks 


are using punched-card accounting 


INTERNATIONAL BUSINESS MACHINES CORPORATION 


World Headquarters Building ee Branch Offices 
590 Madison Ave., New York, N.Y. | In Principal Cities of the World 
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Bank of America’s 495th branch 
is loeated on Treasure Island... 


OF AMBRICA. 


Scale Model of Treasure 
Island Branch — 45’x 115’ 


Site of the Golden Gate 
International Exposition 


San Franciseo, 1939 


Bank or America has many friends in the 
American Bankers Association whom it would 
enjoy greeting once more in California. Then, too, 
Bank of America would naturally like to have you 
see the great Golden Gate International Exposi- 
tion which has been prepared upon one of the most 
amazing sites ever developed—an artificial island 
in the center of San Francisco Bay. And we would 
like to have you and your customers make use of 
Bank of America’s 495th branch especially built 

- to serve the millions of men and women who will 
come to Treasure Island from all corners of the 
world. 


Bank of America 


NATIONAL ASSOCIATION 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


MEMBER FEDERAL RESERVE SYSTEM 


MAIN OFFICES: 
SAN FRANCISCO .. . No. 1 POWELL STREET 
LOS ANGELES . . 660 SOUTH SPRING STREET 


limited only by new construction. Co. 
operation with builders is desirable if 
much of this business is to be obtained, 
In heavily populated areas mortgage 
brokers are helpful. 

How are the mortgages sold? There 
are brokers in this field. Moreover, banks 
with a surplus of F.H.A. mortgages 


_ often sell directly to insurance compa- 


nies and other banks which have not 
entered the field but wish to invest in 


| these mortgages, which are guaranteed 


by the Government. There is no legal 
limit as to the amount of F.H.A. mort 
gages which a bank may hold. Further 
more, a new market place for F.H.A 
mortgages was created by the new law 


| in the provision for establishment of 


national mortgage authorities. They 
will buy the mortgages at 414 per cent, 
but some banks object to selling them 


_ to the authority because the authority 


has the right to revoke the servicing 
arrangement after five years. 

On loans under a certain amount the 
F.H.A. insists on three inspections of 4 


| house as it is being built: once in its 
| very early stages, a second time when 


the building is enclosed and, third, 
when it is finished. Such inspections 
help borrowers guard against faulty 
construction. 

The prime virtue of F.H.A. mortgages 
is the amortization feature. Under this 
plan borrowers are not permitted to 
borrow “beyond their means,” paying 
only interest and ending up 20 years 
later with a mortgage of the original 
amount. Moreover, mortgagors are 
limited to loans, the monthly payment 
on which is no more than one week’s 
salary. Careful credit checks are made 
by the F.H.A. 


Farm Equipment 


Loans 


ANKS ARE PARTICIPATING more and 
more in the mechanization of the 
farm. That is, they are gradually giving 
greater cooperation to the farmer in 
helping him purchase new and up-to- 
date equipment. 

When the farmer decides to buy some 
new piece of machinery, the bank can 
be of help to him by extending credit 
in one of two chief ways. First, the 
bank may lend to the farmer directly. 
Second, the bank may buy the farmer’s 
note from the equipment dealer. 

Different practices in farm equip- 
ment loans prevail in different sections 
of the country and in different banks. 
Some of those institutions lending di- 
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"You see, the trend is toward 
La Monte Safety Paper 
for PASS BOOKS, too” 


The protection and prestige gained for 
bank checks through the use of La Monte 
Safety Papers is being extended more 
and more to Pass Books. 

For Bankers realize that Pass Books are 
valuable and should be fully protected 
against fraudulent alterations. 

Your Lithographer or Printer will show 
you how effectively La Monte Safety 


Papers have been used in this way by 
other Banks. You will find him compe- 
tent and helpful. And he will gladly 
assist you in developing for your insti- 
tution an individual Trade-Mark design 
incorporated in the paper itself—a 
La Monte feature which affords the 
utmost in safety and distinction. 


La Monte Safety Papers are today specified by leading business institutions 
from coast to coast, including more than 75% of the nation’s largest banks. 


GEORGE LA MONTE & SON 
Nutley.... New Jersey 
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is engaged primarily in facilitating 
wholesale distribution and _ retail 
sales of the following products of 
General Motors Corporation and 
its world-wide affiliates: CADILLAC. 
LA SALLE, BUICK, OLDSMOBILE, 
PONTIAC,CHEVROLET automobiles; 
PRIGIDAIRE appliances for refrig- 
eration and air conditioning; 
DELCO lighting, power 

and heating equip- 


ment; GMC trucks; \A I 


V1 \ 


foreign made automotive vehicles. 
The business consists of invest- 
ments in self-liquidating credits, 
widely diversified as to region 
and enterprise, capital employed 
being in excess of $80,000,000. 
In obtaining short term accom- 
modation, GMAC issues one stan- 
dard form of note. This obliga- 
tion it offers to banks 

and institutions, in 

yRC convenient maturities 
and denominations at 


BEDFORD, 
urren 
PLAN 


These NOTES are available, in limited amounts, upon request. 


EXECUTIVE OFFICE NEW YORK ¢ BRANCHES IN PRINCIPAL CITIES 


— 


OVERNIGHT 


COLLECTION ano TRANSIT 
SERVICE 


AIRMAIL- Coast to Coast 
RAIL MAIL Within 500 Miles 


The Omaha National Bank is ideally located to provide unusu- 


ally quick service on your collection and transit items. 


rectly to farmers have some require. 
ment such as this: (1) a down payment 
of 40 per cent; (2) another payment of 
30 per cent of the purchase price from 
proceeds of the crops in the year in 


_ which the equipment is purchased; and 
(3) payment of the final 30 per cent in 


the following year. 

Some banks buy most of their farm 
paper from equipment dealers without 
recourse to these dealers. Others, how- 
ever, insist on being able to recover at 
least part of the loan from the dealer 
if the farmer fails to make good. 

Some farm equipment manufacturers 
urge dealers to work through banks. 
Bankers and dealers confer before the 
sale. This helps the dealer since it gives 
him the benefit in many cases of the 
credit advice of the banker. Banks ina 
number of communities—and this prac- 
tice is apparently becoming more wide- 
spread—are working with farmers to 
help the latter operate their land on a 
more businesslike basis and to provide 
accurate financial statements to facili- 
tate determination of credit advances. 


Savings Bank 


Life Insurance 


AVINGS BANK LIFE INSURANCE is not 
S a new bank service. It took a step 
forward this year, however, with the 
passage in New York State of a law 
permitting savings banks to offer life 
insurance, beginning January 1, 1939. 
Action in other states toward consider- 
ation of similar laws may be expected, 
with those individuals who helped put 
through the New York law and who are 
particularly enthusiastic about this 
phase of banking service pushing such 
activity. 

The New York savings bank life in- 
surance law differs in one important 
respect from the law in Massachusetts, 
which has been in effect for 30 years. In 
New York State an individual will be 
permitted to buy only $3,000 total of 


Favorable evening departures of air and rail mail give overnight 
delivery to east and west coasts, as well as points on our northern 
and southern borders. 

By virtue of these advantages The Omaha National Bank has 
developed speed and efficiency in handling items for corre- 
spondents. Your inquiries are invited. 


The Qmaha 
National Bank 


Member Federal Deposit Insurance Corporation 


savings bank life insurance—three pol- 
icies of $1,000 each from three banks. 
In Massachusetts the total of such in- 
surance is limited only by the number 
of banks participating in the plan— 
now 24. Thus one person may get 
$24,000 of such insurance there. 

The New_York plan, therefore, would 
seem to come closer to meeting the aims 
of such insurance, that is, provision o 
insurance at lower rates to the buyers o! 
industrial insurance. Opponents, how- 
ever, say that it fails to provide for 

(CONTINUED ON PAGE 18) 
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gives CONVENTION USE and INSURANCE 


of the 


si Be sure to visit our booth (No. F BUSINESS 


wide- 

tion of the American Bankers EARNINGS IS 
“rs to Association at Houston, Texas. | N S U R A N C e 
We'll be glad to see you. The VITAL 
facili- many years of experience be- ITS PURPOSE AND APPLICA- 
nces. hind the name YORE is your TION TO BUSINESS EARNINGS 


safeguard in selecting bank 
vault equipment. Many of the 
largest and most elaborate in- 


stallations in this country and Rees concisely and in layman's language, 


abroad are evidence of the re- 


liability of York Vaults and this folder describes the intent and operation 


is not of this insurance necessity —~and includes a sim- 


a step 
h the Inspection 


plified worksheet for the development of values to 
a law and Guaranty Service 


1939. York Inspection and Guaranty be safeguarded when insuring business earnings. 
asider- Service protects you against 

ected, lockouts and keeps your vault | 

od put equipment in smooth working %& Copies may be obtained with- % Inquiries regarding Use ond 
ho are 3 out obligation by addressing this Occupancy Insurance are invited 


order. Expert mechanics at Company, your equal, or 
all our branches are at your Insurance Broker. 

usetts, 


service both day and night. Te. 
FIRE ASSOCIATION 


‘ife in- The cost is very modest. Full 
ortant particulars on request. 

co, | OF PHILADELPHIA 


banks. 


and will receive prompt and, if 
desired, personal attention. 


t this 
such 


ich in- YORK, PENNA. 
Manufacturers and Builders Affiliated Companies: 
” get of the World’s Greatest Vaults LUMBERMEN’'S INSURANCE COMPANY 


would Branches in all Principal Cities THE RELIANCE INSURANCE COMPANY 


aims PHILADELPHIA NATIONAL INSURANCE COMPANY 
sion of 


yers ol 902 LOUISIANA STREET | HEAD OFFICES: 401 Walnut Street, Philadelphia 
how: 
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OLD LINE STOCK FIRE, MARINE AND AUTOMOBILE INSURANCE 
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York * Now Available to 
AN; 
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es ose industrial insurance buyers who 
1 ty one t ousan pages O carry policies of just a few hundred 
t ti mon “nef? por because such buyers have to be 
J sold insurance. Savings banks unde 
esti y-.-forty cents for repairs!” | 
do not “sell” insurance; they merely 

offer it. 

Savings bank life insurance is sub. 
stantially cheaper than other life in. 
surance because there is no sales and 
collection force to maintain. 


Making Deposits 
Easier 


| he THREE DECADES OR SO “banking 
by mail” has been a part of the 


country’s banking service. A more re- 
cent development, also aimed at mak- 
ing it easier for the individual to deposit 
money with his bank, is the “deposit 
slot” idea. Having been used for a 
number of years, this service has under- 
gone several refinements. Attractively 
designed slots are placed in convenient 
locations on the banking floors or at 
the very entrances of the banks. News- 
paper advertising explains to would-be 
users of this service—which may be re- 
seen your recent ling the ferred to as “deposit drop”, “instan- 
Bee to court repnt be taneous teller”, or any one of a number 
ment ought yeonine of similar names—just how to deposit 
funds under this scheme. Special en- 

velopes with deposit slips are used. 
The night depositary, fairly widely 
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FIRST SIGHT" 


Ask for demonstration of 
the sensational new 


Speed 
LC SMITH 


L C SMITH & CORONA TYPEWRITERS INC 
SYRACUSE, NEW YORK 


* 


For personal typing, try the sensational new CORONA portables 
. the “Speedline” and the “Zephyr”. 
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used, is a part of the deposit slot system. 

In keeping with this general trend to 
make it easier for the individual to 
deposit money, one bank, at least, has 
established an automobile deposit divi- 
sion, arranging its quarters so that 
autos may drive into the building, pass 
a teller’s cage, and proceed back to the 
street. A variation of this idea is estab- 
lishment of tellers’ cages in side win- 
dows of banks which face on an alley 
as well as a street. 

Newest wrinkle in speeding up de- 
posits is the “photographic teller”. 
This machine is placed in the lobby of 
the bank and is for use largely in rush 
periods. The depositor drops into a slot 
in this machine his deposit slip and his 
checks—one at a time. Currency can- 
not be deposited. A camera photo- 
graphs the deposits, thus keeping a 
record both for the bank and for the 
depositor. 

All these things aimed at making 
deposits easier and faster are service 
improvements with which the depositor 
comes into contact. All in all, however, 
they are used by a relatively small num- 
ber of the depositors. Progress toward 
helping all depositors is along two gen- 
eral lines: (1) production of greater 
eficiency in machines used in this 
phase of the bank’s work, and (2) the 
use of a greater number of people in 
handling a deposit transaction. 


Oil Loans 


Der OF YEARS AGO the extension 
of strictly commercial bank credit 
toa company engaged solely in bringing 
oil out of the ground would have been 
frowned upon as a far too risky proposi- 
tion. Production of “black gold” was a 
distinctly and predominantly specula- 
tive business proposition in those days. 
In the past score years, however, and 
particularly in the past few years, pro- 
duction of oil has progressed substan- 
tially, to a point where commercial 
bank credit can—and does—participate 
in its development. Three chief factors 
are pointed to as responsible for having 
made oil a bankable commodity. They 
are: (1) controlled production, brought 
about by interstate as well as intrastate 
agreements among producers which 
make it possible for the supply of oil 
to be keyed to demand, thus leading to 
stable prices; (2) scientific achievements 
in determining in advance underground 
resources, making it possible to provide 
reliable estimates on the value of oil 
properties; and (3) steadily increasing 
consumption of oil products. 
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$100 Worth 


of Insurance, please...” 


, aid the way thousands of men 


buy insurance. Sounds simple, doesn’t it? 
But insurance against what? How will it 


be paid ? 


There is one man who reads insurance 
policies with interest and understanding. 
He is the experienced insurance agent. He 
knows exactly what he is buying for you. 
Insurance against what—and when and 
how it will be paid. And when a loss 
occurs, he is your representative. 


Insurance that minimizes the agent's func- 
tion may lessen your protection, your 
service. Insurance is dollar protection. 
There are no cut-rate dollars for sale. 


Let an experienced agent take a look at 
your business from an insurance point of 
view. Like a check-up by your family 
doctor, it can do no harm—may save your 
business life. 


NATIONAL SURETY CORPORATION 


VINCENT CULLEN, President 
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BANKING SERVICE 


CANADA, 
LATIN AMERICA 
and OVERSEAS 


Prompt, effective foreign bank- 
ing service through an extensive 
branch system in the Dominion 
and twenty-nine other countries. 


Over 600 branches in Canada 
and Newfoundland, 72 in Cuba, 
Puerto Rico, British and French 
West Indies, Central and South 
America; branches also in 
London and Paris. 


Resources exceed 


$860,000,000 


Enquiries invited 


“ROYAL BANK 


OF CANADA 


Head Office, Montreal, Canada 
New York Agency, 68 William St. 


FOUNT-O- “INK 


NATIONAL UNION 
FIRE INSURANCE 
COMPANY 


PIVYVSBURGH, PA. 


THIRTVY-SEVEN YEARS LARGE INK SUPPLY 


” AUTOMATICALLY FED 

PEN FILLS ITSELF ‘ 

OF AMAZING NEW PRINCIPLE 
APPROVED BY BANKS AND U. S. OFFICES 


HONORABLE DEALING Fer Information Write 


G09 co. 


2652 Pasadena Ave., Los Angeles, Calif. 


Controlled production through prora- 
tion has of itself created need for bank 
credit on the part of the oil industry, 
since it lengthens the time in which the 
oil company can hope to get back 
money invested in oil producing lands, 

Banks extending credit to the oil 
producers generally desire to have the 
loans secured, with margin adequate, 
They avoid inexperienced oil men. It is 
desirable that all oil collateral be 
checked by a competent independent 
petroleum engineer. 

Although oil loan terms vary, a one- 
year maturity with monthly repay- 
ments is a common form. 


Safe Deposit Boxes 


anes in providing greater service 
in the field of safe deposit boxes has 
generally proceeded along two lines: (1) 
greater safety and (2) greater conven- 
ience. 

Improvements in safety have been 
provided in line with the forward strides 
recorded in locks and safes generally. 

One manner in which banks have 
made safe deposits more convenient is 
that of providing boxes of widely vary- 
ing sizes to fit all needs. Whereas some 
years back many of the boxes were only 
an inch deep and therefore provided 
little space for even the valuables of a 
family of modest means, today many of 
the banks have two or three inch deep 
boxes as their minimum size. The very 
large banks, moreover, provide safe 
deposit boxes from the 3-inch variety 
up to a suite of safes in a separately en- 
closed room that contains work space in 
which the owner can check his valuables. 

The larger banks also have made 
available efficient and comfortable quar- 
ters in which the individual may inspect 
his securities. These are small private 
rooms. There are also rooms large 
enough to accommodate the entire board 
of directors of a company if they wish 
jointly to check contents of the com- 
pany’s box. 


Travel Services 


ppc PACE with the rapid forward 
strides in transportation, banks 
have forged-ahead in the travel services 
they provide. Some of the larger bank- 
ing institutions have their own travel 
services but the rank and file makes 
available to its customers the travel 
services of such well known organiza- 
tions as the American Express Co. 
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Travel service is a natural outgrowth | 


of bank operations: Travel necessitates 
transfer of funds, a banking problem. 


In helping the traveler to move his money | 
about, in this country and between | 
countries, it is only natural that the | 
traveler should learn to call on the bank | 


for additional services in connection 
with his wanderings. 


The result of all this is that Jim Smith | 
can go into his own bank at Fork Roads, | 
Jowa, and arrange for a trip to the farth- | 
est reaches of the world. The train trip | 
to New York, boat trip to Europe, 


transportation across Europe and Asia, 
boat back to the Pacific Coast and train 
back to Iowa wili all be cared for. So 
will all the hotels and sidetrips, the 
transfer of funds, his mail and practi- 
cally everything else. But if Jim Smith 
prefers to “‘see America first”? the bank 
can also arrange any sort of tour he 
wants in the United States, with trans- 


portation, hotels, etc., arranged. If Jim | 
doesn’t have in mind any special trip— | 
merely wants to go somewhere—he can | 


obtain a list of fully arranged tours, 
both at home and abroad, from which to 
choose one that appeals to him. Dates, 
times, and all details, including cost, 
are clearly explained. 

About all the traveler has to worry 
about on some of the tours made avail- 


able through the banks are his cigarettes | 


and tips—and an occasional lunch. On 
some conducted tours even the tips are 
included. 

The advantage of such service in tour- 
ing abroad is doubly emphasized to the 
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CULVER SERVICE 
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Guaranty Trust Company 


of New York 


FIFTH AVE. OFFICE 
Fifth Ave. at 44th St. 
LONDON 


PARIS BRUSSELS 


MAIN OFFICE 
140 Broadway 


LIVERPOOL 


MADISON AVE. OFFICE 
Madison Ave. at 60th St. 


HAVRE ANTWERP 


Condensed Statement, September 30, 1938 


RESOURCES 
Cash on Hand, in Federal Reserve Bank, and 


Due from Banks and Bankers 
Bullion Abroad and in Transit 
U. S. Government Obligations 


Public Securities . 


. $ 700,989,773.31 
29,187.00 
538,502,059.88 


Stock of the Federal Reserve Bank 


Other Securities . . 
Loans and Bills Purchased 


Credits Granted on ed 


Bank Buildings 
Other Real Estate 


18,283, 727.39 
514,134,594.37 
19,248,615.66 
12,272,538.61 
682,944.16 


1,911,117.98 
30,890,879.80 


$1,898,794,744.98 


Real Estate Bonds and Mortgages 
Accrued Interest and Accounts Receivable 


LIABILITIES 
. $ 90,000,000.00 
170,000,000.00 
12,041,182.65 
$ 272,041,182.65 
2,700,000.00 


19,988 ,037.44 
2,106,123.99 


Capital. .. 
Surplus Fund . . 
Undivided Profits . . 


Dividend Payable October 1, 1938 . 
Miscellaneous Accounts Payable, Accrued 
Interest, Taxes, etc. 
Items in Transit with Foreign Branchés . . 
Acceptances $ 36,871,247.06 

Less: Own Acceptances 
Held for Investment 17,622,631.40 


19,248,615.66 


9,246,498.00 
323,220.00 


Liability as Endorser on Acceptances and 

Foreign Bills. . . 
Agreements to Repurchase Securities Sold 
Deposits . . $1,535,019,694.53 
Outstanding Checks 38,121 372.71 
1,573,141,067.24 


$1,898,794,744.98 


Securities carried at $13,278,573.07 in the above Statement are pledged to qualify for 
fiduciary powers, to secure public monies as required by law, and for other purposes. 
WILLIAM C, POTTER, Chairman W. PALEN CONWAY, President 
EUGENE W. STETSON, Vice-President 


DIRECTORS 


GEORGE G. ALLEN Director, British- 
American Tobacco Company, Limited, 
and President, Duke Power Company 
W. PALEN CONWAY President 
CHARLES P. COOPER Vice-President 
American Telephone & Telegraph Company 
JOHN W. DAVIS of Davis Polk Wardwell 
Gardiner & Reed 

ARTHUR C. DORRANCE President, Campbell 

Soup Company 

CHARLES E. DUNLAP President, Berwind- 
White Coal Mining Company 

LEWIS GAWTRY President, 
The Bank for Savings in the City of New York 

ROBERT W. GOELET Real Estate 

PHILIP G.GOSSLER_ Chairman of the Board, 
Columbia Gas & Electric Corporation 

EUGENE G. GRACE President, 

Bethlehem Stee! Corporation 

of Brown Brothers 
Harriman & Co. 


W. A. HARRIMAN 


JOHN A. HARTFORD President, The Great 
Atlantic & Pacific Tea Company 

DAVID F. HOUSTON President, The Mutual 
Life Insurance Company of New York 


CORNELIUS F. KELLEY President, 
Anaconda Copper Mining Co. 


FREDERICK P. KEPPEL President, 
Carnegie Corporation of New York 


THOMAS W. LAMONT of J. P. Morgan & Co. 
CHARLES S. MUNSON President, 

Air Reduction Company, Inc. 
WILLIAM C. POTTER = Chairman of the Board 
GEORGE E. ROOSEVELT of Roosevelt & Son 
EUGENE W. STETSON Vice-President 
CORNELIUS VANDERBILT WHITNEY Banker 
GEORGE WHITNEY of J. P. Morgan & Co. 


L. EDMUND ZACHER President, 
The Travelers Insurance Company 


(Member Federal Deposit Insurance Cor poration) 
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Tre HARTFORD HAS PAID 


LOSSES IN FULL 


“4 


During 128 years the Hartford Fire Insurance 
Company has made good the losses of its policy 
holders. Calamities, conflagrations and busi- 
ness depressions have sternly proved the Com- 
pany’s ability and willingness to meet all its 
obligations. 


Meeting the test of time and disaster has 
strengthened the Hartford and built it into a 


to 1938 


national organization for your protection, with 
agents in the cities, towns and villages of all the 
States and the Provinces of Canada. 


Insure your property in the Hartford. Tele- 
phone Western Union or Canadian National 
Telegraphs for the name and address of the 
nearest agent or write to the Hartford Fire 
Insurance Company. 


Hartford Fire Insurance Company 


—and the Hartford Accident and Indemnity Company write practically every form of insurance except life 


HARTFORD, CONNECTICUT 
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ordinary individual unfamiliar with the 
language. Offices of the larger banks 
abroad and of the travel services with 
which the smaller banks have connec- 
tions provide a link with the homeland 
and someone to answer all the questions 
—in English. 


Correspondent 
Services 


N ADDITION to providing a wide vari- 
i ety of services for the individual and 
corporate customers which they serve, 
banks in this country have a long list of 
services which they provide for other 
banks. All this is known, of course, as 
the correspondent system of American 
banking. 

Although on first glance it would 
seem that chief beneficiaries of this 
system are small country banks, a 
closer view makes it evident that the 
big city institutions are helped, too. 
Although it is the smaller banks that 
receive most of the service, they pay for 
it either with deposits maintained at the 
city banks or by actual fees. In turn, 
the country banks provide some serv- 
ices for the larger institutions. 

What are some of these services 
which the large correspondents provide? 
Interpretation of banking laws, ex- 
planation of tax problems, explanations 
of financial statements, information on 
political moves, discussions of business 
trends, new ideas for loans, methods of 
handling transit items, safeguarding 
bonds and handling transfers, explana- 
tion of service charges and cost analysis, 
help in preparing reports to the Gov- 
ernment — these are a few. 

Or the large city institution may give 
the country bank a hand on more 
routine matters, such as new type rec- 
ords and filing systems, the latest in 
other bank equipment, employee train- 
ing methods. It might even help the 
smaller bank to obtain experienced 
employees. Or, along a different line, it 
might help the small town banker con- 
tact leaders in certain industries or 
explain sources of commercial paper. 
It might even help him find outlets for 
manufacturers in his home town which 
are good customers of his bank. 

One of the foremost services of large 
city correspondents to the country 


banks today, however, is that of pro-| ; 
viding investment information. The| 


GET FREE SAMPLE 
KIT—SEE WHY IT 

PAYS 3 WAYS TO 

GIVE DEPOSITORS 
CHECKS ON 


HAMMERMILL 
SAFETY 


AFTER THESE TESTS, read the surface mark 
Hammermil] Safety. Here is a “plus” no other 
safety paper can give you—the national reputa- 
tion and prestige of the Hammermill name, best 
known name in paper. Your depositors know 
the Hammermill name. They use other Hammer- 
mill papers. They respect Hammermill quality. 
And they respect your judgment in furnishing 
them checks on Hammermill Safety. Hammer- 
mill Safety is low in cost. Promptly available in 
colors, sizes, backgrounds for every check re- 
quirement. Make this test now. Send for sam- 
ple kit of Hammermill Safety and portfolio of 
checks in bank and commercial styles, and we’ll 
let the paper speak for itself. 


large banks, having been forced to build Sa 


up substantial staffs to study invest-| ; 


ment problems — now that investments 
are playing such an important part in 
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You make these tests — 


WE'LL SEND THE PAPER 


B-NOV 
Hammermill Paper Company 
Erie, Pa. 
Please send the sample book 
of Hammermill Safety and 
Portfolio of Specimen Checks. 


Name 


(Please attach to your business 
letterhead) 


— 
= 
WRITE ON Ir Hammerm(y 
Safety takes Writing easily by hand 
or’ Machine. Pen doesn Scratch. 
Ink doesn’t blur, Typing is Clear 
and legible. Hammerm(y Safety 
Shows immediately any Chemica} 
or ™M€chanica} alteration Simp}j. 
fies the job Of your Paying tellers 
as they Scan hundreds of Checks 
day, 
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_ mor Lire 


Your depositors who are plan- 
ning a trip to Italy will appreci- 
ate the suggestion that they 
purchase Tourist Lire from your 
bank before their departure. 
Available through Letters of 
Credit and Travel Checks, Tour- 
ist Lire assure safety of travel 
funds and worth~ while* travel 
savines on the regular Lire rate 
of exchange. In addition, they 
provide a souree of revenue for 
the banks issuing them. Tourist 
Lire are obtainable in amounts to 
meet your current requirements. 
For further details, address 


ITALIAN | TOURIST 


INFORMATION OFFICE 


New York: Palazzo d'Italia, 626 Fifth Avenue 
Chicago: 333 No. Michigan Avenue 
San Francisco: 604 Montgomery Street 


Government Lending 


This issue of BANKING contains 
an up-to-date report on Govern- 
ment lending agencies, the types of 
business they handle and the volume of 
their loans. 

This is information which will be of 
interest and value to every member of 
your board, and should be made 
available to them. 

If subscriptions are placed promptly 
for the directors of your bank at 
BANKING’s special group rate of $2 
per subscription per year, they can be 
started with this November issue. 
Send names and mailing addresses by 
return mail. 


their earning asset picture—are to an 
increasing degree offering such informa- 
tion to country correspondents. 


Savings Banks 
Look Ahead 


CATTERED HERE AND THERE through- 
S out the 17 states which have mutual 
savings banks are isolated examples of 
movements into new fields of service by 
these institutions. 

In some places these savings banks 
provide trust services for the individual 
with small means. Elsewhere they make 
available checking account privileges. 
In other instances savings banks have 
entered the personal loan field. One of 
the widest departures, probably, from 
the historical deposit and investment 
principle of the savings bank was the 
offering for a time of a bill-paying 
service by one of the New York City 
institutions. This service was dropped 
because of uncertainty as to its legality. 

Savings bank life insurance, discussed 
elsewhere in this section, is another 
“new” field. 

Few of the more than 500 mutual 
savings banks in the country have 
adopted any of these ideas, although 
some have offered such services for a 
number of years. A highlight of the pres- 
ent situation is the increasing number of | 
progressive, forward-looking savings 
bankers who are giving consideration to 
these ideas. It is fairly certain, however, 
that any substantial movement in this 
direction, should it develop, will be 
slow. 

One large deterrent to wide adoption 
of such ideas, in addition to the ques- 
tion of conservatism of the banking 
fraternity, is the law. In a number of 
states such as New York the banking 
law would have to be amended to per- 
mit expansion of savings bank activity 
along these lines. 

Another direction along which pro- 
gressive savings bank thought is focus- 
ing its attention these days is that of 
possible adjustment of interest rates on 
savings accounts in accordance with 
activity of the accounts. For example, 
a question is raised in some quarters 
as to whether the man who keeps an 
average balance during a year’s time of 
$25, making during that period 50 de- 
posits and 100 withdrawals, should 
receive the same rate as another man 
who deposits $10 weekly, makes few, 
if any, withdrawals and maintains an 
average balance of $750. Obviously the 
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An excellent company — Ask your broker or agent 
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“That's fine! I’m glad to see more of 
our money at work for loans protected 
by Field Warehouse Receipts.” 


New Business 
for Banks 


Field Warehousing by Douglas-Guardian has become “standard pro- 
cedure” with many banks as the basis for loans highly satisfactory both 
to bank and client. Is your bank familiar with this fertile field for new 
business? Almost any inventory, whether of raw material or finished 
product, provides the basis for Field Warehousing. Douglas- 
Guardian sets up custodianship and issues Warehouse Receipts 
to cover your loan. It makes a high grade loan for you, with the 
details shouldered mostly by us, and the client served without 
red tape or waste of time. 

Check over your loan applicants. Are you withholding ap- 
proval in some cases where inventory is available as a basis for 
Field Warehousing — permitting a loan that would be fully and 
effectively covered? And if you are, and would like information 
on the particular situations you have in mind, write us in confi- 
dence and we will be very glad to give you our specific sug- 
gestions. 


GLAD TO MAIL YOU A COPY 
OF THIS FREE BOOK 


— It’s a concise but comprehensive presentation 
of Field Warehousing as conducted by Douglas- 
Guardian. Points out some pitfalls to avoid. . 
for instance the important differences between 
legitimate Field Warehousing and subsidiary 
warehousing. Gladly mailed without cost or 
obligation. Clip the coupon right now as a 
reminder. 


by Douglas— Guardian 


DOUGLAS-GUARDIAN WAREHOUSE CORPORATION — Nation-Wide Warehousing Service 


NEW ORLEANS, LA. CHICAGO, ILL. NEW YORK, N. Y. DALLAS, TEXAS ROCHESTER, N. Y. EASTON, MD 
118 N. Front St 100 W. Monroe St. 100 Broad Street 401 Tower Petro. Bldg i223 Commerce Bldg 428 South St. 


SPRINGFIELD, MO. SAN FRANCISCO, CAL. TAMPA, FLA. CLEVELAND, OHIO LOS ANGELES CAL. MEMPHIS, TENN. 
215 Holland Bldg. 485 California St. 416 Tampa St Leader Bldg. Garfield Bldg. 106 Porter Bldg. 
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COMMERCIAL 
INVESTMENT 


TRUST 


INCORPORATED 


COMMERCIAL INVESTMENT 
Trust Incorporated, with 
capital and surplus in excess 
of $67,000,000, provides a 
nation-wide sales finance ser- 
vice through subsidiary com- 
panies with a network of 
branch offices throughout the 
United States. This service, 
which consists of purchasing 
self-liquidating accounts, ex- 
tends to automobile dealers, 
household appliance dealers, 
and to manufacturers and 
dealers in many lines of indus- 
trial, commercial and profes- 
sional equipment, including 
the heavy goods industries. 


C.I.T. offers its stand- 
ard notes for short term 
accommodation in varying 
amounts from $1,000 to 
$100,000, in maturities from 
60 to 270 days and at cur- 
rent discount rates. These 
notes are payable at any of 
our 279 depositary banks 
located in principal cities 
throughout the country. 


Latest published financial 
statement and list of depositary 
banks willbe mailed uponrequest. 


ADDRESS 


Treasurer, 
Commercial Investment 
Trust Incorporated 


1 Park Ave., New York, N.Y. 


| 


| 


man in the first example doesn’t “pay 
his keep”. There are, however, a num- 
ber of objections to having different 
rates on different accounts. It would 
mean more bookkeeping. It might ne- 
cessitate requiring those drawing higher 
interest rates to agree to leave their 
funds for longer periods. 


Warehouse Receipt 
Loans 


PRACTICE OF WAREHOUSING com- 
modities is an old one. Negotiable 
warehouse receipts covering marketable 
commodities are also fairly well recog- 
nized as legitimate collateral for bank 
loans. 

Through extension of credit to busi- 
ness on goods stored temporarily in 
warehouses the banks of the country 
have made an important contribution 
to business and industrial progress. 
Business man “A” can buy, say, six 
months’ supply of a particular com- 
modity which he uses in his business, 
borrowing from his bank the funds to 
carry such materials and providing 
that bank with a warehouse receipt as 
collateral. 

One important offshoot of warehouse 
receipt lending in recent years is “field 
warehousing”. This practice, in brief, 


is that of bringing the warehouse to the | | 


commodity rather than bringing the 
commodity to the warehouse. Suppose, 
for instance, Mr. Jones wants to order 
a boat load of coal now (when prices are 
cheap) for later use. It would be difficult 


indeed to warehouse this commodity. | 
So a licensed warehouseman is em-| | 


ployed to set up appropriate enclosures 


about the boat load of coal and thus] | 


provide a “warehouse ’”’. 


Special Purpose 


Savings 


\ NUMBER OF YEARS AGO Christmas 


Club savings accounts were intro-| | 


duced. Out of this simple idea, aimed at 
making it easier for the ordinary in- 
dividual to accumulate little by little 
and week by week a sum sufficient to 
take care of all or part of the extra 
drain on his pocketbook at Christmas 
time, has grown a widespread use of 
special purpose savings accounts. 

A customer can save for any purpose 
he desires. Among those suggested by 


LONGINES 


Wolds Most tonored With 


USED ON EVERY 
ROUND-THE-WORLD-FLIGHT 


LONGINES-WITT 


"everywhere sell 
women’s Longines 


NAUER 


WATCH CO., Inc. 


New York 


WITTN 


Watche 


Paris 


Montreal 


Canada 
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MASSACHUSETTS in 1773 
REBELLED against UNFAIR TAXES 


MASSACHUSETTS remains FAIR in her own 
TAX LEVIES ON INDUSTRY 


People in Massachusetts esteem industry and crafts- 
manship — industry by which Massachusetts has 
grown mighty — skill, which through the years, 
has become a revered heritage. In such an atmos- 
phere industrial intolerance does not flourish. 
Such men do not burden industry with insuffer- 
able taxation. 

Thus, in solvent Massachusetts, manu- 
facturing corporations enjoy the lowest 
taxes in the United States. The state tax 
has not been increased since 1920 and the 
only local tax paid by manufacturing cor- 
porations is the tax on real estate. There are no 
Onerous “extras”, such as municipal property 


taxes or high levies on corporations which carry 


IT‘S PROFITABLE TO PRODUCE IN 
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on only a part of their business within the 
state — no complicated taxes divided between 
“tangibles and intangibles’. 

Massachusetts welcomes new industries and 
offers these unparalleled advantages: — minimum 
taxation; the best source of skilled, steady labor; 

proximity to many of America’s major 

markets; excellent transportation; sound 

banking; invigorating climate; and unsur- 
passed living and cultural facilities. 

A brief book of accredited facts, The 

Industrial Advantages of Massachusetts, will 

be sent on request. Your further inquiry is invited. 


THE MASSACHUSETTS DEVELOPMENT AND INDUSTRIAL 
COMMISSION - STATE HOUSE, BOSTON, MASSACHUSETTS 


MASSACHUSETTS 
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How to present 


New York State 
Cash Items 


24 HOURS 
SOONER! 


The Marine Trust Company’s night transit service 
enables you to save up to 24 hours in presenting 
cash items in New York State. 

With very few exceptions, items reaching us prior to 
1 A. M., will be presented the next business dav in 56 
New York State cities. 


This fast night transit service is possible because of 


The Marine Trust Company’s many correspondent 
banks throughout the state and its strategic location 
in the world’s greatest market. 

Cash items for other parts of the United States are 
handled with similar promptness. Send for a copy 
of our latest Night Transit Schedule. 


MARINE TRUST 


COMPANY OF BUFFALO 
A Marine Midland Bank 


MEMBER FEDERAP DEPOSIT INSURANCE CORPORATION 


the banks are marriage, a home, a 
automobile, education for children, ; 
start in business, a vacation, income q 
any other kind of taxes, and insurang 
premiums. 

Special purpose saving has spreaj 
widely. New “purposes” are continy. 
ally being brought into use. One of th 
latest among these is the New York 
World’s Fair, to be held next year, 4 
New York World’s Fair 1939 Saving 
Club plan has been adopted by banks 
in most states. 


Transfer Agents 


ANY YEARS AGO, transferring a se. 
M curity from one individual to an. 
other was relatively simple. With the 
advance in civilization and the tre. 
mendous increase in the number of laws 
governing our actions, it has become 
fairly complex. 

It has, in fact, become a business— 
that of acting as transfer agent. 

Banks providing transfer agency 
service are largely New York City in- 
stitutions, for it is there, of course, that 
the vast majority of security trading 
is done. What the transfer agent does, 
in effect, is to lift from the shoulders of 
the corporation whose securities are 
being transferred the responsibility placed 
on that corporation by the law. It sees 
that the exchange is between the proper 
persons and that it clears all legal 
hurdles. 


| Cotton Loans 


HE authorization of the 1938-39 

Government loan on cotton was of 
interest to many banks. Although farm 
leaders had asked for a base cotton loan 
rate of approximately 12 cents a pound, 
the Government set the rate near the 
minimum permitted under the new crop 
control law. 

In many respects the 1938 loan is 
similar to the 1937 Government loan 
on cotton. Cotton notes bear 4 per cent 
interest with the provision that holders 
must pay the Commodity Credit Cor- 
poration 134 per cent interest from the 
date of a note to the date it is purchased 
by the corporation. Under this agree- 
ment the lending agency is permitted to 
retain 214 per cent out of the interest 
charged on the paper. 

All banks wishing to originate cotton 
loans or purchase cotton producers’ 
notes from other lending institutions 
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ORIGIN The first mutual liability insurance 
company was formed, in 1887, by a 


yee group of New England manufacturers 
ith the who wished to distribute their costs of 
he tre liability insurance and to share in the 
of laws 


become savings. This company is American 


; Mutual — one of America’s strongest 
iness— 


companies. 

agency 

‘ity in- BENEFITS Cost-lowering through profit- 
“ ba sharing—is only one of the benefits of 
radin 

t pe mutuality now enjoyed by American 
ders of Mutual’s thousands of policyholders. 
ies are 

Placed Ww The opportunity to select firms to in- 
It sees 


sure means that unfavorable risks can 
proper 
legal 


be avoided, underwriting costs low- 
ered, and all risks diversified. 


Direct dealing through salaried em- 
ployees promotes a closer relationship 
with each individual policyholder. 


The fact that each policyholder can 


938-39 reduce insurance costs leads to a 

was of greater interest in safety — thus help- 

h farm ing to protect earnings which are 

mn loan shared by all. 

pound, 

ar the The company’s management invests for 

w crop security, not appreciation, and depends 
, for profits upon lower sales costs and 

oan & strict underwriting. 

t loan 

or cent 

.olders 


t Cor- 


shased 
agree- 


me American 


why MUTUAL 


[Tability insurance for your client? 


RESULTS 


Cost reduction. During 51 years, American Mutual 
has saved its policyholders $60,000,000 in premium 


costs alone. 


Diversification. American Mutual’s greatest concen- 
tration of risk in an industry is only 14%—in metal- 
working. Geographically, the distribution is similarly 


well spread. 


Relations with Policyholders. American Mutual en- 
joys a high percentage of policy renewals. Many firms 
have been policyholders through succeeding genera- 


tions of management. 


Improvement in Safety. Rate reduction charts show 
hundreds of policyholders benefiting — financially — 


from improved accident experience. 


Security. The fact that dividends to policyholders 


have regularly been 20% or more is evidence of an 
operating margin that promises security to each poli- 


cyholder. 


May we send you our latest financial statement and 


investment account? 


Admitted Assets: Savings of 20% or more have been made 
$34,866, 615.84 on Workmen’s Compensation, Fidelity 
Liabilities: Bonds, and almost every other line of 
liability insurance. On Fire Insurance, 
written by our associate, Allied Ameri- 
can Mutual Fire Insurance Co., even 
greater savings have been regularly 
made. 


Surplus to Policybolders 
$5,423,393.76 
Is of Dec, 31, 1937 


* * 


ted to America's Oldest Liability Jnsurance Company 


iterest 


AMERICAN MUTUAL 
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LIABILITY INSWRANCE COMPANY 
142 Berkeley Street, Boston, Mass. 
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N EWS: Ready in November — 
MONTGOMERY’S two new 


Tax Handbooks 
for 1938-39 


FEDERAL INCOME TAX 
* HANDBOOK 


corporate and individual income taxes, 
capital stock tax, excess profits tax, taxes on 
undistributed profits, stamp taxes on issue 
and transfer of stocks and bonds — and 


Federal Taxes on 
ESTATES, TRUSTS, and GIFTS 


estate taxes, gift taxes, income tax as it 
affects estates and trusts; minimizing taxes 
in planning the disposition of estates 


Save Time, Worry, Taxes 


with these books for your institution and for 
those whom you serve or counsel. Small and large 
banks the country over use them year after year 
in preparing returns, deciding financial policies, 
handling individual transactions to incur least 
taxes. This is the 18th of the famous Montgomery 
Tax Handbooks; over 150,000 of these manuals 
have been issued. The only tax guide that gives 
you all these features: 


Legal and accounting viewpoints 
combined at every step; experi 
counsel and comments on appli- 
cation of each tax; procedure to 
follow — specific recommenda- 
tions of just what to do; trust- 
worthy interpretation of new or 
doubtful provisions. 


Order Your Copies Now 


You may return them if not 
satisfied. Special combination 
price of $15 if you get both 
books. 


Use This Hundy Form™**"* 


THE RONALD PRESS COMPANY 
Dept a 15 East 26th St., New York City 
Please as soon as issued, Montgomery's 
tax books: fort 1938-39 as checked: 

O Federal Income Tax Handbook, $10 
O Federal Taxes on Estates, etc., $7.50 
O Both the above books at the special combina- 

tion price of $15 


Within 5 days after the books reach me, I will remit 
the price stated, plus a few cents for delivery. Or, if 
not satisfactory, I will return them. 


must execute a contract to purchase 
(1938-39 Cotton Form D) with the 
C.C.C. before January 1, 1939. 


Foreign Trade 


Financing 


BY“ CREDIT is an integral and im- 
portant part of foreign trade. It isa 
major link in the chain which makes up 
the exchange of goods and services the 
world over. 

In domestic business bank credit is 
necessary to take care of the time ele- 
ment—that lag between the point at 
which a producer buys raw materials 
and begins manufacture of some article 
and the point at which he receives pay- 
ment from the purchaser of this article. 
In lending money for foreign trade this 
factor is present. In addition, the 
banker irons out for the exporter one of 
the fundamental problems—that of get- 
ting payment for him in his own cur- 
rency. 

In the past few years the intricacies 
of foreign exchange in the streamlined 
managed money era of the 1930’s are a 
puzzle even to the most experienced. In 
addition, as complicating factors to 
foreign trade—and the financing of 
foreign trade—are quotas, tariff changes 
and many other barriers to a smooth 
flow of international commerce. The 
banks have sought in many ways to 
help their customers over these hurdles. 

One important recent development in 
the field of foreign trade financing has 
been the growth of the Export-Import 
Bank. Although first started in 1934, it 
is only in the past two years that this 
Government institution has really made 
some headway. 

Just now it is operating along three 
main lines, all of which are supplemen- 
tary to regular commercial banking 
participation in foreign trade financing. 
First, the Export-Import Bank is help- 
ing finance export of agricultural sur- 


—____________————__ | pluses. The E-I makes available the 


BANK DIRECTOR 
RESPONSIBILITIES 


Bank directors in every part of the country 
are expressing keen interest in the series of 
articles now appearing in BANKING on the 
matter of director responsibilities, based on 
interviews with the head of the Federal De- 
posit Insurance Corporation, to be followed by 
articles from a former State Superintendent 
of Banking. These will continue for a period 
of several months. 

If your directors are not already getting 
BANKING each month, it will pay you to supply 
it to them at our specially reduced group rate 
of $2 per subscription per year. Send us names 
and home addresses so we can start their 
subscriptions with this November issue. 


credit to the exporter but some com- 
mercial bank actually advances the 
funds and the E-I sees that the com- 
mercial bank gets its money back. 
Second, the Export-Import Bank is 
discounting obligations issued by for- 
eign countries in exchange for Amer- 
icans’ blocked balances in those coun- 
tries. Third, the E-I is financing export 
of capital goods, particularly to South 
American countries. 

This latter financing calls for longer 
terms than commercial banks grant in 
foreign trade credits. | 


The Chinese name for the 
Phoenix is "Chang- An," 
meaning, figuratively, to 
bring back-to restore. 

The ancient Egyptians 
thought of the Phoenix as a 
bird that. every 500 years, 
flew out of Arabia into 
Egypt where at Heliopolis 
it burned itself on the altar, 
and then arose from its 
ashes young and beautiful. 

Since the earliest days of 
insurance the Phoenix has 
been used to symbolize 
ability to replace property 
after it has been destroyed 
by fire. 


SINCE 1854 


THE PHOENIX 


INSURANCE COMPANY 
OF HARTFORD, CONNECTICUT 
Capital, $6,000,000.00 
Surplus to Policyholden, $44,807,872.44 
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THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 


Statement of Condition, September 30, 1938 


RESOURCES 

Caso AND Due From Banks ......... . . $ 986,341,323.24 
ABroap AND IN TRANSIT . ......... 37,050,975.81 

U. S. GovERNMENT OBLIGATIONS, DIRECT AND FULLY 
STATE AND MunicipaL SecurRITIES . . 108, 747,143.17 
Loans, Discounts AND BANKERS’ ACCEPTANCES. . . .. . 620,196,819.77 
Customers’ ACCEPTANCE LIABILITY... . . . . 22,003,055.08 
$2,670,122,657.40 


LIABILITIES 


Capita Funps: 
$ 231,676,343.12 
RESERVE FOR TAXES, INTEREST, ETC. . . . ...... 1,700,804.22 
LiaBILiry AS ENDORSER ON ACCEPTANCES AND Foreicn BILLs . 12,169,784.94 


$2,670,122,657.40 


United States Government and other securities carried at $134,108,067.90 are pledged to secure 
public and trust deposits and for other purposes as required or permitted by law. 


Member Federal Deposit Insurance Corporation 
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| NATIONAL BANK of 
universally acknowledged as the crowning achievement 
in wind-sped merchantmen—portrayed by N.C. Wyeth B O S T O N 


in one of the four marine mural canvases that decorate 
the walls of our main banking room. /*4 * 93 
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The Outlook 


Public Opinion 


By GEORGE GALLUP 


The author is Director, American Institute of Public Opinion. 


URING the past few years the American Institute of 
Public Opinion has conducted scores of surveys 
touching on the public’s attitude toward business. 

These scientific samplings sounded the opinion of thousands 
of people in all walks of life from the wealthy investor down 
to the poorest workman on the W.P.A. The results indicate 
clearly that business and businessmen are gaining in public 
favor today. 

Early in the depression the industrialist and the banker 
were made the goats when men lost their jobs and their 
homes. Business leadership was seriously questioned, and a 
feeling grew that the people had been sold down the river by 
the captains of finance and industry. The revelation of inside 
deals and stock jugglery placed a heavy onus on Wall Street. 
At one time feeling ran so high that the Chief Executive 
of the land linked bankers in the same breath with kid- 
nappers. 

Out of this situation a new type of leader rose to power: 
the political reformer. He promised correction of abuses 
which business had failed to correct of its own free will. 
People turned from business leaders to political leaders to 
effect the social readjustments. The country rode along for a 
while with the politician-reformers, who leaned more in the 
direction of labor than of business. But now there are signs 
that sentiment is beginning to veer around to the point where 
business leadership is coming back into favor. 

If one had to select a date for the beginning of the new 
public attitude, it would be the period in 1937 when the sit- 
down strikes flourished throughout the nation. This new 
weapon of labor was found in many Institute surveys to be 
highly unpopular with the great masses—even with many 
union members. There was an immediate and drastic re- 
action, particularly among the middle class, to the militant 
type of labor union which seemed to challenge property 
rights. As the sit-downs continued to tie up industry in city 
after city, the public sympathized more and more with the 
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businessmen. A survey of public sentiment at the time of the 
General Motors sit-down strike, for example, showed a 
majority of nearly six to four sympathizing with the com- 
pany rather than with the strikers. 

Back in 1933 the watchword of politics was “regulation”’ 
of business. Today there is growing sentiment for removing 
many restrictions on business. That fact is indicated in sur- 
veys which have sounded the public’s opinion on how to help 
bring about recovery. One of the answers given most fre- 
quently by voters is: “ Leave business alone; cut out Govern- 
ment interference.” The fact that this is even mentioned 
today when only four years ago regulation was the popular 
watchword, is evidence of a gain in the prestige of big 
business. 

Another bit of evidence is to be found in the downswing of 
President Roosevelt’s popularity as compared to a year ago. 
From 63 per cent in October 1937, his popularity curve, as 
measured by the Institute, fell to 55 per cent in September 
1938. When the Institute asked voters who had deserted him. 
during this period to give the reasons for their change in 
sentiment, one of the two reasons mentioned most frequently 
was “the President’s hostile attitude toward business.” 
This is some indication of a growing public sympathy with 
the businessman’s point of view. 

One basic reason why business seems to be coming back 
into popular favor is that the trend of public opinion is 
toward middle-of-the-road policies in the handling of national 
affairs. With a few exceptions, the extreme types of reform 
have passed the heyday of popularity. In spite of President 
Roosevelt’s personal prestige with the voters, the dominant 
pull of public opinion today is toward greater conservatism 
rather than toward greater liberalism, as indicated by many 
Institute studies and by the defeat of the President’s attempt 
to purge conservatives out of his party. One significant sur- 
vey found that 66 per cent of the voters want the Roosevelt 
Administration to become more conservative, as compared 
to 34 per cent who think it should continue along present 
lines. 

The conservative trend in politics has a vital relation to 
business, because the businessman’s point of view is the con- 
servative point of view. If conservatism is gradually growing 
in popularity, then it is not surprising that the public atti- 
tude toward business is beginning to change. 

But there will be no going back to the “good old days” 
before 1929. The President was mistaken when he attempted 
to define conservatives as those who want to “return to the 
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kind of government we had in the twenties.” Many of the 
most far-reaching reforms which the New Deal has imposed 
on business are heartily approved by conservatives them- 
selves. Institute surveys have repeatedly found that voters 
who classify themselves as conservatives and who vote for 
conservative candidates and measures, favor the present 
social security laws almost as much as do the liberals. Both 
conservatives and liberals approve the principle of Govern- 
ment responsibility for the destitute unemployed. Almost 
half of the voters who label themselves conservative favor 
the new wage-hour legislation, for which many Republican 
congressmen voted. 

The Republican National Committee’s recent broadside 
against the New Deal—‘Promise and Performance”— 
contains a section on “Control of Business” which lists 37 
laws “interfering with the economic functions and private 
management of American business.”’ This blacklist includes 
many laws which public opinion long ago accepted and ap- 
proved. The Securities and Exchange Act is in the list, yet 
according to Institute surveys more than 60 per cent of 
investors themselves approve of Federal regulation of the 
stock exchanges, and the general public shares the same view. 
Also blacklisted by the G.O.P. campaign book are the Public 
Utility Act and the Reciprocal Trade Agreement Act. Yet 
the regulation of utility holding companies is favored by 86 
per cent of voters who have an opinion on the subject, and 
Secretary Hull’s reciprocal treaties are approved by more 
than seven voters in every ten. The guaranteeing of bank 
deposits by the F.D.I.C. is in the list, but it, too, is accepted 
by a large majority of voters. 


A REACTION IS APPARENT 


SO far as public opinion is concerned such reforms and 
policies relating to business are here to stay. But there are 
others which have already caused an unfavorable public 
reaction. The G.O.P.’s blacklist includes the undistributed 
profits tax and the National Labor Relations Act. Surveys on 
these two issues show that among voters who have an opinion 
there is a 2 to 1 majority favoring reduction or repeal of the 
undistributed profits tax, and revision or repeal of the Labor 
Act. Only half of the voters with opinions think the Labor 
Act as now constituted is fair to employers. 

The attitude on the Wagner Act seems to indicate a public 
feeling that, in the struggle between capital and labor, the 
Government has sided too much with labor. Labor’s right to 
band together into unions for collective bargaining is ap- 
proved 2 to 1, but there is sentiment for regulation and con- 
trol of union activities. Seven out of every ten voters favor 
Federal regulation of unions, and an even greater majority 
(86 per cent) think unions should be required to incorporate. 
The conservative type of labor leader is definitely preferred 
to the militant type. For example, when voters throughout 
the country were asked which labor leader they liked better, 
Green or Lewis, the vote was 2 to 1 for Green. Any cooling of 
the public’s attitude toward militant unions is likely to re- 
dound to the advantage of business. 

The attitude of individual voters toward business, as 
toward politics, is strongly colored by their economic status. 
The cleavage between the high and low income brackets, 
between the “haves” and the “have nots,” is the dominant 
opinion cleavage today. As depression deepened, big business 
and the Republican Party forfeited the confidence of the 
“have nots,” who turned to the Democrats for succor. Today 
the “haves” vote for men and measures that conserve 
wealth; the ‘“‘have nots” vote for men and measures that 
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distribute wealth. If you divide the electorate into three ip. 
come groups—upper, middle and lower—you find that the 
upper third is strongly anti-Roosevelt, the middle third 
mildly pro-Roosevelt, the lower third overwhelmingly pro. 
Roosevelt. The middle third holds the balance of power. 
How long the Democrats stay in office depends on how long 
they can hold this middle-income vote. 

The problem of big business, so far as public relations is 
concerned, is to win support in the middle income group 
while at the same time holding the confidence of the upper 
group which is already predominately conservative. There is 
some evidence that middle class sentiment is already moving 
toward the right. In the first place, Institute surveys find 
that voters in the middle income level are less in favor of 
President Roosevelt today than they were in 1936. A ma- 
jority (60 per cent) say they are not better off now than they 
were a year ago. They favor revision of the Wagner Labor 
Act and they were opposed to increased Government spend- 
ing at the time the new spending program was adopted by 
Congress. But, like other elements in the population, they 
have also accepted certain New Deal reforms, as, for example, 
the Wage and Hour Act. 

Despite cross-currents of opinion, what the public now 
seeks, by and large, is the center path between ultra-liberal- 
ism and ultra-conservatism. It is willing to accept, and has 
accepted, many New Deal reforms that came out of the past 
six years of social revolution. But it is not willing to accept 
them all—to go to the extreme limit of business regulation. 
Nor, on the other hand, is it willing to abolish them all and 
go back to the system of comparative laissez faire which 
prevailed in the nineteen-twenties. The businessman and the 
banker who recognizes and accepts the change, and makes 
the necessary adjustments to it, will save himself much 
effort and trouble bucking the tide of public opinion. 


The Middle Class 


WirxHovt the support of the Ameriéan public, neither capital 
nor labor can thrive and prosper in this country. Progress will 
mark time until industry comes to its senses. This is a middle 
class country and the middle class will have its will its way. 
For the middle class is the real owner of American industry. 
The middle class is also 80 per cent worker and the consumer of 
80 per cent of American industrial production in the home mar- 
ket. The middle class thinks and feels chiefly as the consumer. 
And before the middle class demands an increase in either inter- 
est for investors or higher wages for the worker, the middle class 
will demand fair prices and a stable industry —WILLIAM ALLEN 
Waite, Editor, The Emporia Gazette, before the International 
Management Congress. 


**Outside People”’ 


ENGINEERING, production, distribution, and earnings for the 
stockholders—all these are vital, as always, but the forward- 
looking business executive of today sees another equally vital 
job. He knows that employees, customers and neighbors also are 
interested in industrial and business enterprise. He accepts as 
natural and justified the interest of all those ‘outside people” 
in the affairs of his company. He is aware of the damage that 
may be done to him and his business by the greatest force in 
America—an aroused public opinion.—]J ames H. McGraw, JR. 
President, McGraw-Hill Publishing Company, before the Na- 
tional Industrial Advertisers’ Association. 
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Economic Thought 


By EVERETT DEAN MARTIN 


The author is professor of social philosophy, Claremont 
Colleges, Claremont, California. 


T is more than possible that the future historians, writing 
| the story of the American Republic, will mention 1938 
as a crucial year. Although (they will say) that year did 
not exceed the others in violence or in expressions of popu- 
lar discontent, it was in 1938 that privately owned industry 
was faced with a loss of independence and inability to con- 
tinue without Government aid and direction. 

For more than a generation, favored business enterprises 
had developed the habit of seeking special advantages and 
privileges, legitimate and illegitimate, at the hands of gov- 
ernment. There had been widespread resentment and many 
protests on the part of a public unable to discriminate be- 
tween the size of an industrial organization and the various 
methods by which its apparent success might have been 
achieved. When in 1929 a short-sighted prohibitive tariff 
and a mania of speculation resulted in serious depression, 
neither business nor the public was willing to go through the 
period of deflation necessary to general recovery. The morale 
of the public had grown soft, religion had declined and edu- 
cation was little more than a means to self-indulgence. When 
the test came people of all conditions, contrary to the tradi- 
tion of their ancestors, were thrown into a panic of helpless- 
ness. The public demanded that the Federal Government 
solve the economic problem. 

Now, since it is the nature of government everywhere to 
extend itself at the expense of the freedom and property of 
the citizens, a new national Administration welcomed the 
opportunity. It encouraged among the people a cult of self- 
pity and promised a democratization of subsidies. A tempo- 
rary structure of illusive recovery was erected on the sinking 
foundation of borrowed billions, while incompetent official- 
dom took occasion to plan and manage the industrial life of 
the nation already crippled by Government meddling. 
Business was either cajoled or coerced into cooperating with 
politics in policies which were contrary to its best judgment. 
When, early in 1938, the Government, hesitant before the 
increased debt and excessive burden of taxation which its 
borrowing and spending had imposed, reduced its grants in 
aid, it became apparent that industry had already under the 
hegemony of politics become so dependent on Government 
aid that much of it was now unable to function without it. 
The borrowing and spending had to be resumed, notwith- 
standing the fact that wise men throughout the nation saw 
that it was eating up the patrimony of the state in non- 
productive mismanagement, and could end only in national 
bankruptcy or dictated planned economy—or both. 

Will the future historian, viewing this year in retrospect, 
be obliged to say the process toward the destruction of re- 
publican liberty had rounded the corner beyond which there 
could be no turning back? It is generally recognized that 
there comes a time in the course of human behavior when 
commitments are made that cannot be un-made and when 
the past operates as a negative if not positive determinant 
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of future procedure. But does the past determine the future 
in any such sense that a definite social future is necessarily 
indicated and we must be resigned to our fate? The fatalistic 
attitude on this point depends on the presuppositions from 
which one views the present situation. From the standpoint 
of the economic determinism which has of late years been 
popularized by partially educated publicists, our fate would 
appear to be sealed. 

But few people have stopped to enquire seriously whether 
or not the so-called economic philosophy which is now the 
fad may have been fabricated by people who consciously or 
unconsciously wanted to mislead us so that we would seal 
ourselves up. Is it not time that somebody called this popular 
economic philosophy what it is, a vicious set of delusions 
founded neither in reason nor in economic fact, but in 
adolescent imagination? Instead of being the correct expla- 
nation of our present sad condition, these popular economic 
delusions may be shown to be a cause of it. It is the way men 
think about these things that determines their fate—and to 
deny this statement, as economic determinism does, is to beg 
the question, for economic determinism is based on the un- 
proved dogma that man is the creature of desire (economic 
interest) and that consciousness (mind) exists only in the 
service of desire, having about the same biological function 
as a pig’s nose. There is nothing in philosophy or history or 
psychology to compel us to hold such a view. On the contrary 
it was invented by propagandists who, knowing that men are 
motivated by what they think, hoped they could induce the 
masses to think in terms of these delusions to the undoing of 
all “bourgeois liberal democracy ”’. 


ECONOMIC THINKING CLASSIFIED 


PRESENT day economic thinking is of three kinds: (1) The 
measured and tested conclusions of scientifically trained 
economists; (2) popular delusions, in which the whole think- 
ing and purport of economic science are perverted by the 
desire to get something for nothing; (3) political and official 
manipulation of popular delusion to the end of increasing the 
power and perquisites of office holding. Good intentions and 
desire for the public welfare may accompany any or all of 
these kinds of economic “thinking”, but not necessarily good 
judgment. 

Insofar as economics is truly scientific, it is characterized 
by the same caution and respect for truth and fact that we 
find in any science. It is neither partisan nor propagandist. 
Like the biological sciences generally, it is largely descriptive. 
It investigates, classifies, tabulates its data and announces 
its findings either as general statements of fact or as laws 
which are more or less hypothetical and often open to further 
research and revision. Its spirit is that of inquiry rather than 
of rule or ruin. It is really a science of human behavior, 
rather than, like physics or chemistry, a science of things, 
for it has to do with human valuations of things and with 
man’s behavior in making, owning and exchanging things. 
So it is somewhat at a disadvantage, lacking the experi- 
mental technique of the laboratory; and the “human ele- 
ment” plays so large a rdle in its subject matter that beyond 
a few established general laws, like the observation that bad 
money drives the good out of circulation, the differences be- 
tween monopoly prices and the general relation of supply 
and demand, and the relation between world trade and the 
standard of living, its findings are mostly statistical. It 
makes no claim to the certitude of, let us say, the laws of 
thermodynamics. 

In recent months I know of no widely publicized new dis- 
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covery in economics, nor of any significant advance in 
methods of research. There are, however, numerous impor- 
tant insights into the economic relations of various industrial 
enterprises, like the observed dependence in prosperity or 
depression of consumer industries on basic industry and new 
capital investment. If any reputable group of economists 
have anywhere presumed to such scientific knowledge as 
would enable them, or the public servants they might advise, 
to drive the entire industrial life of the nation four-in-hand, 
I have not heard of it. Careful students of economic prob- 
lems are quite ready to assert that there are many unsolved 
problems in every branch of the science and that the knowl- 
edge requisite for a planned national economy does not any- 
where exist. Economics today is a desperately oversold sci- 
ence, but it should be said that it has been the journals of 
opinion and the ambitious amateurs, not the scientific 
economists, who have sold it short. Economists are special- 
ists; many really good scientists, along with many quacks, 
are at present in the service of the Government. These 
scientists give their attention to special problems in their 
isolated fields of work, but few if any would, as scientists, 
maintain that the sum total of their several specialties would 
add up into an integrated general public policy. It would not 
be far wrong to say that the more scientific an economist is, 
the more conservative he will be about social reconstruction 
in general. 


A CURRENT FAD 


SO, then, what passes with the public for economic thought 
is not economics at all, but a pseudo-scientific jargon with 
which science has nothing to do, a jargon by historical acci- 
dent attached to the age-long desire of men to get something 
and get it easily. Since the close of the 18th century it has 
been fashionable to try to make a “gospel” of science. But 
this gospel has in it little if anything of the true scientific 
spirit. The scientific temper is that of careful reason and hard 
work, but the gospel of science is the faith that benefits will 
rain down on unreasonable multitudes because of the magic 
worked on Nature by a few scientific medicine men. The 
summa magica of the gospel of science is the imagined 
“technology” of economics. Any group or faction in society 
which seeks to idealize its material interests or justify its 
envy, or indulge in romantic dreams of universal happiness, 
talks “economics”. The mob has taken up economics in our 
time just as in the 17th century it took up theology and in 
the 18th century political science. It has never had an under- 
standing of any of these sciences, but has merely used their 
new terminology for purposes of propaganda. With all the 
popular preoccupation with “economics” today, the sound 
principles of scientific economics are precisely the things 
which cannot get a respectful audience in the United States. 
As a matter of fact, adherence to any proved and established 
principle whatever is at once branded as unprogressive, re- 
actionary and is said to be motivated by desire to preserve 
the “status quo”. A “liberal” is erroneously defined as a 
person who welcomes change—apparently without attempt 
to scrutinize the nature of change or its probable results. 
Why cultivate the virtue of reasonableness when it is pres- 
sure groups and radio voices that get things done? Our gener- 
ation with its “rendezvous with destiny” is about to see the 
glory of the coming of the lord of plenty! A new social order 
is ahead. All we need do is spend and borrow our way into an 
“economy of abundance”. 

The latest thing in popular economics is a new emphasis on 
man as consumer. The argument of this new consumer 
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(which in other words means that the Government not only 
owes everyone—who can vote—a living, but a good living at 
that). Civilization is sharing, so that there must be no under- 
privileged, which means that there are to be no privileged in 
any sense. We shall have a classless society in which, with 
two or three hours of pleasantly arranged work, everyone 
will enjoy the equivalent of an annual income of four or five 
thousand dollars. This state will be one of economic security 
for all, and such security will be the basis of truly cooper- 
ative human association. For it is natural that men fight one 
another unless they get what they want. Men are governed 
by desire, not reason, and satisfied desire alone can end the 
class struggle and bring us social peace. 

Those old-fashioned thinkers, the out-of-date liberals, 
who hold that a just society is possible only when men are 
associated on a basis of a meeting of minds, mutual respect 
and consent of the governed, would make freedom depend on 
reason and intelligence. But if that is so, then there must be 
some standard of true or false, of right or wrong. But all this 
is the philosophy of the “better than thou” privileged 
classes. It is aristocratic and authoritarian. There are no 
unseen standards, no eternal verities, there is no better and 
no worse in any “metaphysical sense”: Equality means 
compromise of all differences, even differences of judgment. 
As consumers, men are really equal, for they all have the 
same basic needs. So it is on the satisfaction of need and 
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THE MOST important question before the American people to- pe 
day is this: To what extent is it desirable, in particular fields or 
more generally, for the Government to exercise controls over for 
the enterprise system? It goes without saying that if the controls 
are to work to the benefit of the country, the remedies must not sot 
be worse than the ills they are designed to correct. ect 
It goes without saying, too, that the controls must accomplish en 
their social objective without the sacrifice of essential liberties ev 
which are basic to a system of free enterprise operating in en 
response to the profit motive and functioning through free me 
markets. The normal incentives to enterprise and production th 
which have been so long native to our race must not be de- co 
stroyed, whether by governmental regulations, governmental th 
competition or such unmanageable governmental expenditures 
as will result in either an impossible tax burden or bankruptcy of 
the Government. Otherwise, as one corrective succeeds another, pr 
and remedies are devised to offset the ill-effects of other reme- be 
dies, we gradually are drawn into collectivism, an alien system pt 
repugnant to our deepest convictions.—WINTHROP W. ALDRICH, hi 
Chairman of the Board, Chase National Bank, New York, al 
at the 40th anniversary exercises of Northeastern Univer- T 
sity, Boston. as 
philosophy runs about as follows: Production is activity § 1 
which is a means to something else, but consumption is B a 
activity which is an end in itself, since production takes § t 
place only for the sake of consumption. In Heaven there is § 1 
no production, but all consumption, which is the symbol of § s 
perfect happiness. Since man is a product of his environment, § e¢ 
and growing comes of eating, to get something is the sameas § t 
to become something. It is futile to urge people to be- § 
come virtuous and noble while their stomachs are empty. — ' 
Of course, we are mastering the problem of absolute want, § 
for the Administration has not lét anyone starve. But want § t 
is a relative, not an absolute, thing (which is to say that the § 2 
more people have the more they want). It is the function of § < 
organized society to take care of people’s relative wants § : 
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desire that the new social order must rest. This is “economic 
liberty’ (although it requires a tyrannical government to 
put it into operation) and capitalism is condemned because it 
denies economic liberty to the masses. Capitalism is there- 
fore authoritarian and fascist. 

I remember that Plato somewhere characterized such a 
society as is contemplated from the standpoint of this new 
economics as a “city of pigs”. One should expect such over- 
emphasis on consumption at a time when production is 
everywhere discouraged and the burden on industry of un- 
employment relief increases step by step with the unemploy- 
ment. Such an attitude may serve to blind some people to 
the tragic inevitability that we cannot long continue to 
consume our own credit, but it is a travesty to call such 
thinking scientific economics. 

I said that false economic thinking is a prime cause of our 
present unfortunate state. For a generation the public has 
been encouraged in one delusion after another, by publicists, 
politicians and even by educators. Every politician makes it 
his business to promise the public something it hasn’t got, 
and which if it exists therefore belongs to somebody else. 
The list of delusions which publicly pass as economic truth is 
astounding, and to act on such delusions is the road to ruin. 


SOME MUDDLED IDEAS 


THERE is the delusion that industrialists are holding back 
an imagined economy of abundance when they insist that 
there must be production before there can be consumption. 
There is the delusion that “economic liberty”’ means general 
security from want under a paternalistic state, whereas 
economic liberty, means free trade and never did mean any- 
thing else. There is the delusion that government has a store 
of wealth of its own which it may hand out at its discretion, 
whereas government has nothing of its own and whatever it 
gives to anybody it must take from someone else. There is 
the delusion that we could all be happy if we would only 
apply science to the solution of social problems as we have 
applied science to nature and mechanics, whereas there is no 
such universal social science. Moreover, science by its very 
nature cannot deal with individuals or accidents or qualities 
or ends—and these are precisely the things that involve 
human misery or happiness. 

There is the delusion that we can give up our civil and 
political liberty and still have something called economic 
liberty, whereas it is obvious that without civil and political 
liberty men have no rights at all. The delusion persists that 
the present drift into collectivism is progress, whereas all 
the progress of the modern world has been achieved under 
bourgeois liberal democracy. There is a popular delusion that 
capitalism is fascistic, and this in spite of the historical fact 
that about all the civil liberty mankind has ever known has 
been found under the rule of the bourgeois classes. There is 
the delusion that the more widely extended are the powers of 
government, the more likely are we to find a solution of our 
economic and social problems—and the delusion persists in 
spite of the common knowledge that government is notori- 
ously corrupt and incompetent and that the surest way to 
spoil anything is to “get it into politics’’. 

Finally, people imagine that it would be possible to have a 
planned economy in the United States without dictatorship, 
and this delusion persists in spite of the example of Russia, 
Italy, Germany and Spain—and in spite of the obvious 
concentration of power in Washington and in the Executive 
during recent ‘‘ New Deal” years. There cannot be a planned 
economy without official plans, and plans to be official must 
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be enforced. There can be no planned economy without 
power to put the plan into operation, and such power does 
not exist under the Constitution of the United States. The 
experience of the world in both ancient and modern times is 
that a planned society requires a dictatorship. Let us make 
no mistake about this matter. Any government that has 
power to plan the economic life of a nation must have power 
to starve and coerce men into submission, and so power to 
take away every constitutional liberty that men enjoy. 

It is the psychological law of government that it always 
seeks more and more power, and that it will use and abuse 
every power it can get. Knowing this lesson of psychology 
and history, the framers of the Constitution of the United 
States did their best to establish a government of checks and 
balances. But our generation the world over appears to be 
possessed by a perverse spirit of unwillingness to heed the 
lessons of history and desires to exchange its hard won 
liberty for an illusory material gain. For the hope of eco- 
nomic abundance under dictatorship is the most unforgiv- 
able delusion of all. The experience of nations both ancient 
and all around us today shows that under dictatorial govern- 
ment the standard of living inevitably goes down. This must 
be so, for material progress requires individual initiative, 
whereas the favoritism, corruption and bureaucracy of 
despotic government all tend to destroy initiative and dis- 
courage productive effort. 

All the popular delusions I have mentioned, and a score of 
others equally vicious, are the outgrowth of a philosophy of 
life and government which was imported into the English- 
speaking world from Germany during the 19th century. 
This Germanic philosophy was fabricated by men who did 
not understand or hated classic, English and American 
Liberalism, and is opposed in every basic principle to the 
philosophy that has made us free. To just the extent that our 
masses are taken in by this German madness and revolt 
against civilization, they will kill three hundred years’ effort 
for freedom and progress and will become like the Germany 
of Adolf Hitler. 

And the multitude is being taken in by this thing: it is 
daily being misled by people who are themselves not suffi- 
ciently educated or thoughtful to understand where the 
collectivist dream leads. Call the despotism toward which 
we are rapidly drifting what you will—Fascism, Com- 
munism, New Deal—it is all the same in the end. In the end 
it is a totalitarian state, unconstitutionally dominated by 
the dictatorship of a political party, with censorship, con- 
trolled public opinion, midnight arrests, party purges, con- 
centration camps, and everybody in military organization, 
in uniform, and on rations, the slaves of the politicians. 

This leads us to the third kind of economic thinking today, 
the official. We must understand that whatever benevolent 
motive may inspire officialdom, its first concern is to keep 
itself in office—and so to look after the good party workers. 
The more revenue it has to spend for “the boys” and the 
greater the number of second rate people it can support out 
of the public treasury—that is, the more surely office holding 
can be madea vested interest —the happier the politicians are. 
So government has a proneness to extend itself, to gain more 
and more power, to spend the wealth the people create on 
“fixing the fences” of office holders—that is, on non- 
productive enterprises. Government will eat up the wealth 
of society if it can and will become tyrranical unless the citi- 
zens resist it with that “eternal vigilance” which is said to be 
the price of liberty. 

If the time should ever come when it is possible for govern- 
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ment to corrupt and pauperize the public with its own money 
and credit, you may be sure government will do it. It would 
then have everything to gain by doing it. Our English-speak- 
ing ancestors have long known this fact and have been 
realistic enough to see that the way to prevent government 
becoming tyrrany is to keep it small, and the way to keep it 
small is to keep it poor. Parliaments and legislatures were 
looked to in the belief that these bodies, representative of the 
people, would serve to check official extravagance and exploi- 
tation. Parliaments have not lived up to this trust very well, 
for there have always been too many people anxious to get 
something for nothing out of the public. But from 1625 until 
now English-speaking peoples have assumed that they were 
exercising some measure of control over government by con- 
trolling the “purse strings”. In this way, we have tried to 
keep government our servant. A servant that becomes richer 
than his master will certainly put on airs and soon become 
master himself. A servant ceases to be a humble servant and 
becomes a bully when he discovers that his master will give 
him anything he demands. 

If now there should occur a radical change in public senti- 
ment, so that the citizenry should cease to be independent 
and should come to depend on its governmental servants, it is 
obvious that public sentiment would run in the same direc- 
tion as government’s desire to lord it over the people it is 
supposed to serve. This is just what is now happening. Gov- 
ernment is buying popular support for its will to despotism, 
and buying it with the public’s own money. There is now 
little or no popular check on the will of government to extend 
the power and perquisites of politicians at the expense of the 
liberties and property of the citizens. Long ago Aristotle 
predicted that this is just the way in which a democracy 
would end in tyrrany. 

The irony of the situation is that all the while the populace, 
deluded by German radicalism, believes it is struggling 
against an imagined capitalistic “fascism”, it is walking 
blindly into the jaws of its own growing fascist state. The 
real fascists in this country are the false “liberals” and 
“progressives” who are encouraging the deluded public to 
expect of officialdom an economy of abundance. 

Whither, then, are we drifting? The answer is obvious. 
The American republic, with its contingent benefits of per- 
sonal responsibility, freedom, progress and relatively high 
standard of living, cannot survive another quarter century 
unless the American people see the light, repent themselves 
and change their minds. Such repentance must take place in 
people of all classes, the rich and poor alike. It will not do, 
for it is no longer convincing, for people whose fortunes are 
derived from special governmental favor—tariffs, franchises, 
bounties, etc.—to cry down the attempt of the Government 
to democratize its subsidies and thus win the vote of “the 
forgotten man’’. Those enjoying special privilege of govern- 
ment have cried “wolf, wolf” so long that now that the real 
wolf is at our door nobody listens. 

Bankers have a special lesson to learn in this respect. 
The public imagines that every banker is a “capitalist” and 
that whatever he may say is motivated only by his economic 
class interest. So the banker is discredited before he speaks. 
He must learn to speak, not as a banker, but as a man and a 
liberty-loving citizen, for he is man and citizen before being a 
banker. The time has come for us all, whatever our profession 
or business, to see the crisis into which our infantile selfish- 
ness has plunged the nation and jeopardized our freedom. 
This issue is not merely an economic issue; it is a great 
moral issue. 
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Bank Lending 


By GEORGE W. EDWARDS 


The author is Chairman, Department of Economics, College 
of the City of New York. His most recent book is The Evolution 
of Finance Capitalism. 


HE present generation of bankers has lived through a 

veritable revolution in the nature of their operations, 

Probably no phase of economic enterprise has passed 
through so complete a metamorphosis as that experienced by 
commercial banking. Contrary to the commonly accepted 
belief, commercial banking throughout its history has fur- 
nished not only short-term credit to finance the current re- 
quirements of industry but has also extended long-term 
credit to facilitate the establishment and expansion of plant 
and equipment. However, in recent years the extension of in- 
vestment credit has progressed so rapidly that it has become 
the dominant activity of our so-called commercial banking 
system. This tendency is reflected in Table I, showing the 
earning assets of national banks. 


TABLE I 
EARNING ASSETS OF NATIONAL BANKS 
(In per cent of total earning assets) 


Loans and Discounts 
75.15 
73.39 
70.26 
70.57 
68.95 
70.53 
70.40 
68.72 
68.88 
70.87 
67.82 
63.07 
56.96 
51.41 
42.18 
42.44 
1936 40.96 59.04 
1937 42.08 57.92 


Source: Adapted from the Reports of the Comptroller of the Currency. 


Year (June 30) 
1920 
1921 
1922 
1923 
1924 
1925 
1926 
1927 
1928 
1929 
1930 
1931 
1932 
1933 
1934 
1935 


Securities 
24.85 
26.61 
29.74 
29.43 
31.05 
29.47 
29.60 
31.28 
31.12 
29.13 
32.18 
36.93 
43.04 
48.59 
57.82 
57.56 


From this table it is seen that commercial assets in the 
form of loans and discounts declined from 75.15 per cent in 
1920 to 42.08 per cent in 1937, while, conversely, investment 
assets in the form of securities increased from 24.85 per cent 
to 57.92 per cent. Even these figures do not show the full 
extent of this sweeping movement, since the loans and dis- 
counts include loans collateraled by securities and by real 
estate which really represent the extension of investment 
credit. This general tendency of increasing investment credit 
has been true of all classes of national banks, for, as of June 
30, 1937, the central reserve city banks had 57.86 per cent 
of their earning assets in securities, the reserve city banks 
57.12 per cent and the country banks 58.81 per cent. 

The underlying reason for this shift in bank assets has 
been the change in the methods of business finance. In the 
post-war period the willingness and ability of the investing 
public to absorb securities enabled corporations to float an 
ever-increasing volume of stocks and bonds, and the pro 
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ceeds of such sales were applied not only to expand indus- 
trial plant but also to reduce bank loans. Thus the unfunded 
debt of a large group of industrial corporations, notwith- 
standing the increase in their operations, fell from 13.7 bil- 
lion dollars in 1921 to 10.8 billion dollars in 1932, while the 
funded debt rose from 4.8 billion dollars to 10.4 billion, 
and therefore the ratio of unfunded debt to total debt 
dropped from approximately 74 to 51 per cent. This change 
in the financial policy of industry has been reflected in the 
decline in the amount of commercial paper outstanding in 
the New York market—from a peak of over a billion dollars 
in January 1920 to 225 million dollars in June 1938. 

Not only did corporations change the source of their 
external financing, but they pursued a further policy of 
shifting from financing externally to obtaining funds in- 
ternally out of their own resources. A large part of industry 
attained that stage of maturity where earnings were suffi- 
cient not only to cover dividend requirements but also to 
provide surpluses applicable to finance their operations. 

A further reason for the replacement of bank funds by 
capital funds was the change in the managerial policies of 
industry. In the crisis immediately after the War many 
firms found themselves burdened with heavy inventories 
which brought serious losses. As a result of this unfortunate 
experience industry as a whole entered upon a policy of 
carrying inventories sufficient only to meet immediate needs. 
This conservative policy was further facilitated by the rapid 
improvement in transportation which accelerated the deliv- 
ery of goods from manufacturers to sellers, and there was 
thus less need of carrying large stocks to anticipate the re- 
quirements of customers. Smaller inventories required less 
need of short term credit to carry goods. 


A CHANGE IN METHOD 


IT is frequently maintained that the true function of com- 
mercial banking is to supply credit to business enterprise 
for the purpose of meeting requirements arising in the sea- 
son of high activity; such credit in turn being liquidated in 
the period of low activity. However, many lines of industrial 
activity have been successful in reducing seasonal peaks, and 
as a result there has been less need of short-term commercial 
credit. Unquestionably the change in the method of financ- 
ing has proved satisfactory to industry, since it has been 
largely freed of the burden of unfunded debt which has been 
converted either into funded obligations or even into 
equities. Furthermore, financing through securities has been 
done at a much cheaper rate than through bank loans. 

On the other hand the change in the method of business 
finance has worked a hardship upon the banks by reducing 
their net earnings. Another important reason for the decline 
in bank income has been the changing composition of the 
investment assets. This change is indicated in Table II. 

From this table it is seen that the proportion of holdings 
of United States Government securities to total securities 
declined from 1920 until 1930, but since that year there has 
been a rapid increase in the proportion. This tendency is 
true of all classes of national banks, and in the case of the 
central reserve banks the proportion of Government 
securities to total securities as of June 30, 1931, was approxi- 
mately 74 per cent, for the reserve city banks approximately 
77 per cent and for the country banks approximately 53 
per cent. Even these figures, however, do not show the com- 
plete extent of the change from corporate to government se- 
curities since the item “other” securities includes state and 
municipal obligations. This transformation in the composi- 
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tion of the portfolios of banks has been due, not to the 
conscious policy of the bank officers, but to the decline of 
business activity and to the increase in Government opera- 
tions. The Federal Government has been able to finance its 
operations at an exceptionally low cost, and this condition 
has worked to the disadvantage of the banks, which by 
necessity have been forced to buy these obligations. The 
yield on long-term United States Government obligations 
at the present time averages 2.30 per cent and on the short- 
term Government paper the yield has tended to vanish. Thus 
on over two-thirds of their total earning assets, banks are 
deriving a very small return. Economic theory generally 
holds that business enterprise receives a return commen- 
surate with the risk involved in its operation. This theory 
does not hold true for banking, which is today deriving a 
return far below the risk actually assumed. Bankers are 
generally unconscious of the fact that one of the serious dan- 
gers confronting them is to be found in their holdings of 
Government securities. While it is true that the obligations 
of the Federal Government constitute a theoretically riskless 
investment, nevertheless the holding of the long-term obli- 
gations presents a threat to the solvency of the investing 
institution in the event of a sharp price decline arising from 
a hardening of money rates. A study of the Investment 
Research Bureau of the University of Indiana came to the 
following conclusions: 


‘a. That if credit conditions should cause long-term Governments 
to sell on a 3% per cent yield basis as of next April 
1. the 2 34’s, 1948-51, would decline from the current price of 
1042445 to 922343, a decline of 1234» points, 
2. the 274’s, 1955-60, would decline from the current price of 
104}42 to 902449, a decline of 1394». 
b. That if conditions should cause these issues to sell on a 444 per 
cent yield basis as of next April 
1. the 234’s, 1948-51, would decline to 832%, a loss of 20274, 
while 
2. the 274’s, 1955-60, would drop to 78242, a decline of 25342 
points.” 


Do these unsatisfactory trends represent tendencies which 
are merely temporary or do they represent long continuing 
developments? Is there any likelihood that industry will once 
more return to the practice of financing itself by the tradi- 
tional commercial loan? It is difficult, by any stretch of the 


TABLE Il 
DISTRIBUTION OF SECURITY INVESTMENTS OF NATIONAL BANKS 
(In per cent of total security investments) 


United States 
Government Securities 
51.71 
48.70 
53.09 
50.88 
45.68 
43.69 
39.65 
39.98 
42.09 
40.24 
37.35 
44.05 
49.57 
56.74 

66.56 

64.55 
1936 66.02 33.98 
1937 67.79 32.21 


Source: Adapted from the Reports of the Comptroller of the Currency. 
39 


Other 
Securities 

48.29 
51.30 
46.91 
49.12 
54.32 
56.31 
60.35 
60.02 
57.91 
59.76 
62.65 
55.95 
50.43 
43.26 
33.44 
35.45 


Year 
1920 
1921 
1922 
1923 
1924 
1925 
1926 
1927 
1928 
1929 
1930 
1931 
1932 
1933 
1934 
1935 


imagination, to conceive that industry will turn to the old 
type of commercial loan. Industry, having once freed itself 
from the Damocles sword of unfunded debt, will not revert 
to this form of financing. Furthermore, there is little need of 
returning to the traditional form of commercial loan, since 
large scale American business finds itself in possession of 
adequate working capital. 

A decline in commercial lending by banks to industry in 
the past has not been accompanied by a concomitant in- 
crease of bank holdings of industrial bonds—a development 
which might have been expected in view of industry’s change 
from short-term to long-term financing. 

An analysis of the corporate bond investments of national 
banks indicates as of June 30, 1937, 17.2 per cent in 
rails, 16.3 per cent in utilities and 12.7 per cent in other 
domestic corporations in the sense of industrial companies. 
This small proportion of industrial bonds is largely the result 
of a traditional prejudice against this type of security. 
While this opposition may have had justification in a past 
day, when industry was overcapitalized and had uncertain 
earning power, it no longer holds today. 

While the financial position of large industrial corporations 
has improved and their obligations have attained a higher 
credit, unfortunately the total volume held by the banks is 
relatively small. Banks might well purchase the bonds of 
large industrial corporations to a greater extent than they 
have in the past. It is even more important, however, for the 
interior banks to finance the needs of middle-sized corpora- 
tions. Throughout the United States there are many middle- 
sized corporations whose financial position compares favor- 
ably with that of large-scale corporations. These middle- 
sized corporations are unable to float their securities on the 
national capital market. 


A BANKING OPPORTUNITY 


BANKS could aid these middle-sized corporations by grant- 
ing capital loans. The maturity of a capital loan may range 
from five to 15 years. Such loans may be issued serially, and 
the shorter maturities could be retained by the banks while 
the longer maturities could be sold to private or, more 
likely, to institutional investors. The bank granting a capital 
loan should see that the proceeds are applied to strictly pro- 
ductive purpose, such as furnishing working capital or pro- 
viding for plant expansion. Care should be taken by the bank 
to see that the funds are not applied to unproductive pur- 
poses, such as speculating in commodities or real estate 
ventures. Experience shows that in the case of an industrial 
corporation the pledge of property does little to strengthen 
the underlying safety of a loan. Therefore, a capital loan 
should not be based on property as security. Fundamentally 
the credit of a capital loan granted by a bank to a business 
should rest on the earning power of the business as tested by 
the experience of recent years. The adequacy of such earning 
power and not the margin of pledged property gives assur- 
ance of the repayment of a capital loan at its maturity. 
Capital loans are subject to certain obvious limitations 
particularly as to liquidity and safety. It may be argued that 
a bank, since its liabilities are essentially payable on demand, 
must hold only liquid assets. It is essential that liquidity be 
considered in the sense of shiftability or the ability of trans- 
ferring an asset to another party willing to take it over. The 
Banking Act of 1935, in recognition of the necessity of pro- 
viding more liberal reserve credit facilities, permitted the 
Federal Reserve banks to grant advances on acceptable as- 
sets for limited periods of time. If capital loans extended by 
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the banks are based on sound underlying credit, there is little 
doubt that they will be considered acceptable as a basis fo, 
the granting of advances to member banks. As yet the policy 
of the Reserve banks in actually granting such advances has 
not been fully formulated and the granting of capital loans 
must wait until the Reserve authorities define their atti. 
tude as to advances on such assets. 


INVESTMENT CREDIT 


THE granting of capital loans involves a degree of risk. 
Fundamentally this risk can best be reduced by the improve. 
ment of the study of investment credit. In the past, banking 
has made rapid progress in developing the technique of 
studying commercial credit, and the commercial credit de. 
partments of American banks have reached a higher stage of 
perfection than is found in any other country. Unfortu. 
nately, however, the science of extending investment 
credit, particularly to industry, has made little progress and 
the field is still largely unexplored. It is therefore essential 
for banking to improve the methods of analyzing investment 
credit and to establish more accurate standards for testing 
such credit. Notwithstanding the most careful study by the 
banks, a certain degree of risk in the granting of capital loans 
to industry cannot be eliminated. It is therefore essential for 
the banks to increase the amount of their own capital to 
meet possible losses arising from capital loans. In the past, 
too large a proportion of bank funds have come from de- 
positors, and in the future it is essential that a larger propor- 
tion be obtained from stockholders. The raising of such 
funds, now almost impossible because of the small earnings 
of banks, will be more likely in view of the possibilities of 
greater profit to be derived from expanding operations, 
Finally, in view of the fact that such capital loans will serve 
the larger purpose of increasing economic activity, and will 
redound to the benefit of all classes, the Government itself 
could well establish some system of sharing the risks in 
volved. This end could be accomplished through an insur 
ance system which would give the banks a partial indemnif- 
cation in the event of losses arising out of capital loans. 
Under such a system the Government would, of course, have 
the right to establish minimum standards of credit. 

A generation ago the Federal Government began the 
gradual process of taking over from the banks the function of 
supplying long and short term credit to agriculture, and to- 
day this important field of economic activity is, to a large 
extent, financed by the Government. True, the banks, in 
purchasing the obligations of the Federal Government, are 
indirectly supplying the funds, but their réle is purely pas- 
sive. Today the banks again stand at the crossroads. Will 
they similarly permit the Government to take over the 
financing of industry? Will they again indirectly supply the 
funds through augmenting their already excessive holdings 
of Government bonds? Will they again follow a passive réle 
in the distribution of their own funds? In view of the im 
minence of direct Government financing in the railroad and 
utility fields, will the banks idly permit the Government to 
take over the financing of the last field of economic activity 
yet untouched by Government credit? Will the banks oper 
ate merely as investment trusts mobilizing the savings of the 
community for the Government? Or wui they seize the op 
portunity of financing industry in this critical period by ex 
tending funds directly and assuming an.active parc in the 
rebuilding of American economic life? America today is con- 
fronted with the choice between public and private capital- 
ism, and in a measure the decision rests with the bankers. 
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Drove- 


inking HIS year to date has offered the news 
Jue of Diberve as great a variety of topics as 
lit de. @ he could wish. Within our own borders 
age of @ alone we have had a “recession,” numer- 
forty. #8 ous strikes in many lines of industry, a 
tment @ session of Congress with a record for spend- 
ing, an unprecedented number of Con- 
gressional investigations and a series of 
bitterly contested primaries; and on the 
brighter side some remarkable records in 
aviation; a spectacular rise in the markets, 
and definite signs that everyone is growing 
‘loans M tired of some six-year-old problems. A 
ial for few high points are pictured on the follow- 
tal to ing pages. 
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UTILITIES. Progress was made in ironing out the differences bee EXPROPRIATION. The Mexican government took over all 
: tween the TVA (Director Lilienthal, below, left) and private systems natural resources owned by foreigners, in accordance, it was stated, 
ion of (below, right, Wendell L. Willkie, president, Commonwealth and with a law passed several years ago. Below, a crowd in Mexico City 
nd to- §§ Southern). The holding company “death sentence” went into effect carrying a coffin painted with the name of a foreign oil company 
large 
ks, in 
it, are 
y pas 
. Will 
r the 
ly the 
Idings 
e role 
e im- 
d and 
ent to 
tivity 
oper- 
of the 
1€ Op- 
ny ex- 
n the 
con- 
pital- 
nkers. 


n the 


WIDE WORLD WIDE WORLD 


KING November 1938 41 


__ 
— 


HARRIS & EWING WIDE WORLD 


REORGANIZATION. The President’s effort to realign Government bureaus was WALL STREET. On May 16 William McC. Mar. 
stopped in the House, one of the leading members of which, Representative O’Con- tin, Jr., became head of the New York Stock Ex. 
nor, is shown above opening letters protesting the plan change. Other changes were made in the Exchange 
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LABOR. Strikes of the last few months have varied in industry and place from a fur 
worker’s walkout in New York to a longshoremen’s strike on the West Coast. Above, 
state trooper on guard at a Pennsylvania mill 


WAGES, HOURS. On October 24 there went into effect the Fair Labor Standards Act. 
Left, reporters with Senator Elbert Thomas, Chairman, Education and Labor Committee 


WIDE WORLD 


BUSINESS INDICES. While charts show that business began an uptrend early in June, the 
exchanges appeared to foreshadow the movement in early April. The most spectacular improve- 
ment in exchange sentiment took place during the last weekend in June 
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BANKERS AT SCHOOL. A nota- 
ble development in this field was the 
widespread desire of bankers to go 
back to the classroom for discussion 
and re-examination of their prob- 
lems. Left, the North Carolina 
Bankers Conference held in July 
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ROUND THE WORLD. Howard 
Hughes and his crew made a world 
girdling airplane record about the 
middle of July, when they com- 
pleted the trip from New York to 
New York in 3 days, 19 hours, 17 
minutes. Right, the plane as the 
flyers disembarked at the end of 
their trip 
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DISSENSION. The 
C.1.0. leader, Mr. 
Lewis (left), and the 
A.F.L. head, Mr. Green 
(right), together with 
their embattled follow- 
ers, engaged in a juris- 
dictional argument; in- 
dustry and the public 
have been the chief 
losers so far 
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= CAPITALISM. The Temporary National 
== i"° Economic Committee, usually known as the 
==™ Monopoly Committee, is undertaking a 
==\9 | broad study of some American business 
== 208 practices (see BANKING for September and 
==" | October). Right, members seated are Borah, 
== ; Oliphant, King, O’Mahoney, Sumners, 
. 
Tam ° Arnold, Eicher; standing, Patterson, Fergu- 


son, Douglas, Lubin, Reece 
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Wars and 


Rearmament 


Every major country which has not lately engaged in a wir has 

been preparing for one. On these pages are some data showing 

the situation 20 years after the Armistice. The figures are from 
recent estimates in the press 


Left, Madrid after a bombing. Spain has been a convenient labora- 
tory for some of her neighbors. Reliable estimates of Spanish losses 
are not available. Below, an ammunition depot on France’s Maginot 
line. In mid-September France had almost 6 million trained sol- 
diers. was spending about $1,000,000,000 on defense in 1938 
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WIDE WORLD 
Left, Italian field artillery. Italy is said to have almost 7 million 
trained men and to be spending half a billion dollars on armaments. 
Below, a familiar sight in Germany. Here tanks are parading before 


Hitler. Germany is said to have about three and a half million 
trained men (including Austrians) and to be making armament 
expenditures of 4 billion dollars 


WIDE WORLD 


WELTBILD 
Left, Russian soldiers. Faced with the necessity of guarding two 
frontiers, Russia, it is said, has trained 12 million men for service. 
Her expenditures are supposed to exceed 5 billion dollars this yeat 
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ibove, a new anti-aircraft gun of the British forces. The 

Empire’s standing army and reserves are estimated at 

10,000,000, and the current expenditures of Great Britain 
alone, 17 hundred million dollars 


Right, a street scene in Palestine, where Britain recently 

had over 20,000 soldiers, together with artillery and ar- 

mored cars. Embattled Arabs and Jews made the most of 
Europe’s September and October preoccupation 


Right, the China “inci- 
dent” continues. No one 
knows what China’s man- 
power resources are, but 
her 1938 expenditures are 
supposed to be in the neigh- 
borhood of $95,000,000 


Japan's expenditures for 
armaments are estimated 
to account for about a 
tenth of the world total 

in other words, about $1,- 
750,000,000. This is the 
burden of a country whose 
population is about 70,- 

000,000 
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The chief effects of rearmament in the United States are being felt by 

industries that sell materials abroad. However, the national defense pro- 

gram has been speeded up all along the line. Above, Navy Department 
drafting room 


WIDE WORLD 


WIDE WORLD 
45 


ju! 
| y | 
i ay d f 
/ oy: 
\ | 


Peaceful 


Progress 


NDUSTRIAL research has a habit of going 
I on in spite of wars and politics. New 
building materials, faster transportation, 
better communications and discoveries in 
chemistry have all been part of this year’s 
progress. On these two pages are some 
representative high spots. 
PICTURES ABOVE AND BELOW FROM SOZIO, COURTESY LIBBEY-OWENS-FORD 
Left, casting hall in a modern glass factory, 
where molten glass is rolled out into sheets 
of any desired thickness. Recent develop- 
ments that are constantly being improved 
upon are glass cooking utensils (even frying 
pans), glass brick, other building materials 
including wall tile, safety glass, fabric and 
insulation materials 


Below, a trans-Pacific clipper. The year has 
witnessed progress toward the inauguration 
of regular trans-Atlantic schedules by Brit- 
ish, American and German companies. Ger- 
many is building another giant airship to 
take the place of the Hindenburg. Blind fly- 
ing is being perfected, and a new type 
altimeter that warns pilots of obstacles to 
flight has been recently tested 
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Above, left, a television broadcast. Receiving sets can now be bought in department stores. Above, 
right, the planting of seeds in a soilless garden. The science of hydroponics has attracted wide 
; professional and amateur interest 


Below, three 47,000-horsepower locomotives of the latest streamlined design 
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Much that has recently happened in Europe is represented 
in the picture above, taken in front of No. 10 Downing Street 
in 1935. Mr. Eden (second from right), who became foreign 
secretary late in that year, resigned last February because of 
what he considered the weak policy of Prime Minister Cham- 


berlain (at left) toward the dictator governments. Last Sum- 

mer, in an effort to ease the tension in Central Europe, Mr. 

Chamberlain sent Lord Runciman (second from left) to 

Czechoslovakia. Later he made two hurried trips himself, the 

second time to attend the Four-Power Parley at Munich. Sir 
John Simon is at the right 


Right, Edouard Daladier, Premier of France, who is said to 
have suggested to Mr. Chamberlain the efficacy of a face-to- 
face talk with Hitler. He participated in the Munich conference 


Right, tangible evidence of Anglo-French solidarity was given 

by the visit of King George and Queen Elizabeth to France 

last Summer. Representatives of the general staffs of the two 
countries have also gone back and forth across the Channel 
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Right, the Rome-Berlin 

axis in person. This pic- 

ture was taken recently 

in “Munich, when the 

northern end of the axis 

had come to carry the 
most weight 


Below, General Franco 
(left), Insurgent leader 
of Spain, with the Ger- 
man ambassador to his 
government. German 
and Italian aid to the 
Franco forces was given 
in considerable volume 
during most of the year, 
but its extent was not 
known. Italian aid to 
Franco was the chief 
bone of contention be- 
tween Italy and England 
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INTERNATIONAL 


INTERNATIONAL 


SOVFOTO 


Above, Josef Stalin, head of the Russian gov- 

ernment, has been so engrossed in the orig- 

inal Russian version of the “purge” that his 

country has had little influence in recent 

European councils. His attention has also 

been distracted by incidents along Russia’s 
eastern border 


Seemingly aloof from European turmoil is 

the peaceful, business-like Kingdom of the 

Netherlands, where Queen Wilhelmina has 

lately celebrated the 40th year of her reign. 

At the left, Crown Princess Juliana, the Queen 
and Prince Consort Bernhardt 
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World’s Fairs 


Both New York and San Francisco are preparing world’s fairs for 1939. 

Above is a model of the fair as it will appear in New York, much of the con- 

struction of which has already been completed. The administration building 
appears above at the right 


Among foreign countries looking forward to world’s fairs is Italy, where 
an exposition in 1942 will celebrate Mussolini’s 20th year of government 


The mode] below represents the completed San Francisco fair, which is 

being set up on a man-made island in San Francisco Bay. Banks throughout 

the country have set up world’s fair savings clubs and are installing other 

services that will aid their customers to attend one or both of these ex- 
positions 
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The Banking Picture 


NUMBER OF U.S. BANKS AND TOTAL DEPOSITS 


NUMBER = ret - 15,348 
Reserve Member Banks Non-member Banks 
TREND OF U.S. BANK DEPOSITS 1929-19 ASSETS OF ALL ACTIVE 
BANKS AND PROPORTION 
sural. REPRESENTING US. 
IN A GOVERNMENT SECURITIES 
ACTIVE BANKS 


1929 AND 1933-37 
Asof  (Zneluding U.S. Possessions) 


$4,022,879,000 


BILLIONS OF DOLLARS 


s 
BILLIONS OF DOLLARS 


$72,172,505,000 


DEPOSITSIN. | 
MUTUAL SAVINGS BANKS Y 
0'1929 1930 1931 1932 1933 1934 1935 1936 ° 
* Include Postal Savings 663:267,000 
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DISTRIBUTION OF ASSETS AMONG CLASSES DISTRIBUTION OF ASSETS 
FEDERAL DEPOSIT INSURANCE CORP. : 12 FEDERAL RESERVE BANKS 

As of December 31, 1937 As of August 24, 1938 


NEW YORK 
$5,603,346 


Wp 
NAT 

BANKSY 
$30,063,515,000 


TOTALS ~ 13,795 BANKS - ASSETS $54,221,369,000 TOTAL ASSETS - $14,248,349 


Yl. iy aay Non-member Banks All figures are given in Thousands of Dollars 


SOURCE: Federai Reserve Bulletin, May, 1938 


TREND OF LOANS AND INVESTMENTS IVE 
and of that part of the total represented by direct CAPITAL OF ALL ACT BANKS 
government cbtigntions and securities guaranteed fully June 30, 1929 and June 30, 1937 


- the U.S. Government. by classes of banks 


SOURCE: Federal Reserve Bulletin, Sept. 1938 
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SOURCE: Comptrolier's Report, 1937 


PORTION OF TOTAL REPRESENTED RESERVE BANK CREDIT OUTSTANDING 
BY U.S. GOV’T. TE i 
Ss and proportion representing Government securities, 
bills bought, bills discounted, and other credit 
1933 1934 1935 1936 1937 1938 Average of Daily Figures 
SOURCE: Federai Reserve Bulletin, June, i938 


RESERVE BALANCES OF 
_ FEDERAL RESERVE MEMBER BANKS 


Average of Daily Figures 
9000 


Y 


ESS 8 


Y 000 2000 
Y Ws . MILLIONS OF DOLLARS 
YY BED U. S. GOV'T. 
Bits BoucuT [7 OTHER CREDIT 


SOURCE: Federai Reserve Bulletins, May & Sept. 1938 1900 


Edward Wilims Co. N.Y. 


BANKING 


$7,435,857,000 
jj Y pss 20 
tj 
| | Y 
| | NATIONAL BANKS STATE AND PRIVATE 
BANKS 
| 
fy, 
| Ly, 
n | —i 
WY) | 
| 
Uff Yj Yj Yj — 
‘ = | 
52 


CLEARINGS AT ALL U.S. | EARNINGS AND Api saa OF | EARNINGS AND NET PROFITS 
CLEARING HO NATIONAL BANKS, 1929-37 | OF STATE BANKS MEMBERS 
Years ended June a OF FED. RES. SYS., 1936 & 1937 


GROSS EAR 


$139,298,000 Net 
$164,808,000 Earnings 

| $151,747, 000 Net 
1936 $328, 764,932,000 7 $109,141,000 Profits 
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TOTAL NUMBER OF BANKS TOTAL ASSETS OF ALL ACTIVE BANKS 
IN UNITED STATES IN UNITED STATES AND POSSESSIONS 


15,348 $68,941,069,000 


SOURCES: Federal! Reserve Bulletin, June, 1938 SOURCES: Federal Reserve Bulletin, May, 1938 
FDIC Call Report of Dec. 31, 1937 Comptroiier’s Report, 1937 
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THOUSANDS EMPLOYED 


6,725 11,574 
National State 
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Mutual Industrial 
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MILLIONS OF DOLLARS 
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Recordak 


COMPLETES THE TWO BIGGEST 
YEARS IN ITS HISTORY 


* 


A fittin g climax to a decade of pro gressive achteve- 
ments in bank operation and departmental economy 


HE ten-year span just completed 

carried Recordak through succes- 
sive steps of creation, pioneering and 
development to well-earned leader- 
ship in the advancement of modern 
bank operations. Its first decade of 
progress closes with the two biggest 
years in its history. 

Thousands of installations in banks 
in this country and abroad... billions 
of records protected by the unfailing 
accuracy of photography. That is the 
success story of Recordak, the photo- 
graphic accounting system that serves 
bank management with faster, surer, 


lower-cost methods...and depositors 


with a degree of protection and safety 
not possible with any other system. 

Earlier this year the latest model, 
Reversible Recordak, was introduced 
to meet the demand for a high speed, 
heavy production unit for larger or- 
ganizations. 

In December will come announce- 
ment of Recordak Junior... bringing 
to even the smallest bank every advan- 
tage, every protection, every safeguard 
now enjoyed by the world’s largest 
institutions. Watch for this important 
announcement. Recordak Corporation 
(Subsidiary of Eastman Kodak Co.), 
350 Madison Ave., New York, N. Y. 


RECORDAK 


Photo graphic Accounting Systems 
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THOSE WHO MUST SELL WHAT THEY BUILD 
SELECT ANTHRACITE FOR HEATING 


@ FOR 110 NEW HOMES IN 
SPRINGFIELD, LONG ISLAND..M&M 
BUILDING CORPORATION SELECTS 
ANTHRACITE HEATING EQUIPMENT 


INSTITUTIONS carrying 
mortgages on property realize 


that year after year heating cost is even more The book, “Modern Anthracite Equipment,” 


important to the home owner than original describes the newest developments in automatic 


nae. heat and air conditioning. A copy will be sent 


They know that low annual upkeep cost gives upon request. 


a measure of insurance that the property owner 


will be able to meet his interest and carrying 


Chrysler Building, New York 
charges. 


+ 
The builder of the above illustrated homes says: Fé of 


appears on Anthracite 
equipment only after it 


**My experience in building this type of home ade 
‘ | has passed the most rigid 


definitely shows that it is cheaper to heat them tests in the heating field. 


with Anthracite than it is to heat them with oil.” 


Anthracite is the one fuel which will provide Cenmsyloania 


this economy without sacrificing comfort and 
convenience. AN T i R AC | [ I 
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Spending and Lending by Banks 


Supplies and Material 


By E. S. WOOLLEY 


Mr. Woottey, a regular contributor to BANKING, is «an 
authority on practical banking problems. 


been spoken, on the subject of how purchasing power 

can be increased. It has long been one of the proposed 
objectives of politicians. This has been particularly true 
during the recent “depression years”. 

In fact “business”, which after all is purchasing power, oc- 
cupies the thoughts of a very large percentage of people dur- 
ing their waking hours. The salutation “How’s business?” 
has become almost as commonplace as the more con- 
ventional “How do you do?”. And certainly there is more 
sense to the question. 

Actually, however, business is nothing but a “ ring-around- 
the-rosy”. Everybody buys from Somebody else. Therefore, 
when Somebody else curtails buying, Everybody is forced to 
follow suit, and a business depression results. 

Conversely, when even one major branch of business starts 
buying, others have to do the same. Nothing can affect one 
business that is not felt to a greater or less degree by all 
others. 

There is just as much money and just as much wealth in 
the country during periods of bad business as there is during 
periods of good business. But Somebody has lost confidence 
and curtailed his buying. Then, like the ripples from a stone 
thrown into the water, this loss of confidence has spread in an 
ever widening circle until all business has been engulfed. 

And so it is with the return to good business. It starts and 
grows as confidence grows. 

Banks have been accused of not contributing their share to 
the return of this confidence through their withholding of 
both lending and spending. It is interesting to note, there- 
fore, the different kinds of commodities that banks buy, and 
the amount they thereby contribute to the purchasing power 
of the nation. 

Contrary, perhaps, to the opinion held by the proverbial 


M vee: words have been written, and even more have 


} man-on-the-street, the banks of the country are very large 


purchasers of many different kinds of commodities. There 
are, unfortunately, no actual figures in existence, but in 
order to arrive at a fair approximation of what banks’ pur- 
chases amount to each year, BANKING sent a questionnaire 
to all commercial banks located in cities with a population 
of 4,000 or over. 

The questions asked the amount of purchases in the dif- 
ferent commodities during 1938—a “depression” year. 
From the 4,903 such questionnaires sent out, 1,044 replies 
were received. The figures used herein are projected from 
those answers, but, in projecting them, the mutual savings 
banks were not included. If the figures err, they err in under- 
stating rather than overstating the total amount of bank 
purchases, 
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A gross expenditure of over 800 million dollars has been 
made possible by the commercial banks in one way or another 
towards increasing employment in the different branches of 
the building industry. 

In their lending field they have financed at least 118,127 
new construction jobs the average assessed value of which is 
$4,866 each, or a total of 550 millions of dollars. This figure 
would be increased by many millions of dollars and thou- 
sands of new construction jobs by the inclusion of facts cov- 
ering the activities in the mutual savings field. The average 
building improvement loan of $380 has been made to 447,327 
borrowers during the year. This is another 178 million 
dollars. 

Banks themselves have spent 21 million dollars on the 
maintenance and repair and about 19 additional millions on 
the improvement of their own bank buildings. 

Included in this latter figure is the air-conditioning which 
has been installed in some 468 banks and the improved 
lighting facilities with which about 330 banks have been 
equipped. But it does not include the expenditures made on 
the 60,000 or more separate pieces of “other real estate” 
which the commercial banks of the country own. Expendi- 
tures of that nature are always necessary to put such prem- 
ises into rentable or saleable condition, and in 1938 alone 
will total over 14 million dollars. Here, as elsewhere in this 
survey, only commercial banks are reported upon. 


AID FOR THE BUILDING INDUSTRY 


IT is readily seen, therefore, that the many millions of dol- 
lars by which banks have “primed the pump” of the build- 
ing industry during this depression year have been a very 
considerable factor in keeping thousands of carpenters, 
plumbers, bricklayers, etc., at work and off the taxpayers’ 
payroll. 

The printing industry has received over 27 million dollars’ 
worth of orders for stationery and supplies directly from 
banks. Indirectly the business of banking has been respon- 
sible for many times this amount circulating through the 
business of printing. But even their direct expenditures have 
provided a living for many employed in the printing and 
allied trades. 

The expense of telephone and telegraph is a minor one on 
the profit and loss statement of banks. Yet banks spent over 
4% million dollars on long distance telephones and tele- 
grams. It is because such means of communication are used 
extensively by “big business”, that the average citizen can 
afford to avail himself of these facilities. In Europe the rates 
for such services are much higher. 

By the end of 1938, banks will have spent over 10 million 
dollars in sundry office equipment. They will have bought 
2,700 typewriters, 2,146 adding machines, over 1,500 check 
writers and protectors, about 3,000 posting and bookkeeping 
machines, 300 duplicating and calculating machines, 684 
safes, 510 coin counters, and 2,248 filing cabinets. 
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This makes a very imposing array of office machinery pur- 
chases, through which the banks have done much towards 
enlarging the circle of business recovery. Nor indeed does 
this list include all the different kinds of machinery pur- 
chased by banks. 

There are transit machines, cash registers, photographic 
equipment, pneumatic tubes, burglar and fire alarm systems, 
electric signs and dictating machines, for which no figures 
of the purchases made by banks in 1938 are immediately 
available. 

In fact there are very few things which banks do not buy. 
Many of them, for example, own an automobile, and in such 
cases “the bank car” is in almost constant use. They are 
also one of the largest purchasers of insurance, their premi- 
ums on different kinds of policies totaling over 42 million 
dollars. Their purchases of air mail stamps will come to 
over half a million dollars in 1938. 

Exclusive of the salaries paid to employees and expendi- 
tures for personal services, such as attorneys, accountants, 
advertising counsel, investment counsel, etc., the banks of 
the country spend upwards of 100 million dollars annually in 
the channels of industry. 

All this has unquestionably contributed much to providing 
employment for many thousands, thereby keeping the 
“recession” from becoming a “depression”. 


KEEPING STOCK RECORDS 

PROPER controls for these expenditures are essential to the 
efficient operation of the individual bank. When 27 millions 
of dollars are spent each year for stationery and supplies it 
is very easy for wastage to creep in. In those banks in which 
stock records are conspicuous by their absence, and everyone 
is permitted access to the stockroom, it can be counted as a 
foregone conclusion that wastage is occurring to some extent 
at least. 

Sometimes banks have purchased as much as five years’ 
supply of certain forms, only to discard them in a few 
months in favor of ones better adapted to their needs. Such 
things are an unnecessary wastage and are possible only 
because of a lack of proper control. 

The adequate control of a stockroom is not difficult, and 
will soon save its installation and operating costs. These sav- 
ings come not only in eliminating over-buying, but also in 
the time required by employees to find desired supplies. One 
method by which such control can be gained is suggested 
herein. 


The first step would be to place one person in charge 
the stockroom. “Divided responsibility is nobody’s r 
sponsibility” is just as true of inventory of stocks as ¢ 
currency. The stockroom should be kept locked and the sup. 
plies requisitioned only as required. 

These requisitions should, preferably, be prenumbered. |; 
any event they should be signed by the person requiring th. 
supplies and should be retained by the stockroom clerk. 

For the sake of efficiency the requisitions should not kk 
issued at any and all hours. A definite time should be allotted 
for this purpose, say up until 10 A.M. daily. This rule should 
be broken only in exceptional cases and habitual offender 
should be reprimanded. 

Where this rule is not enforced the system often breaks 
down because the person in charge of the stockroom is being 
diverted from his other duties too frequently. 

The stockroom itself can be divided into bins varying in 
size so as to accommodate the different styles and quantitie 
of the forms and supplies. Each bin should be numbered 
consecutively and related forms kept in adjacent bins. 

It is also of advantage to have the same numbers used to 
designate the form itself. This of course may not be practical 
with stock forms, which usually carry their own numbers, 
But it is quite possible with any forms, even checks, that ar 
prepared especially for the bank. 

In any case the stockroom bin number can be the stock 
number used by the bank for its own record. This number 
should appear on the stock record cards, preferably in the 
upper right hand corner. 

A sample of a stock record card form is shown below. It 
can, of course, be made on any size that is most convenient 
to the individual bank, although in order satisfactorily to 
control the stockroom the information shown on this form 
constitutes about the minimum requirements. 

It is always advisable to show the average yearly con- 
sumption of each article. This gives a better basis for the 
establishment of the maxima and minima than where these 
are established arbitrarily. 

The only monetary figure used on this form is that of the 
cost, the inventory being kept in quantities only. The column 
headed “Req; or order” is for the insertion of the requisition 
or order number; therefore a separate line on the card will 
be required for each purchase or withdrawal. 

The column “Remarks” is provided for incidental pur- 
poses, such as noting whether the particular merchandise 
was satisfactory or unsatisfactory. 


The sample of the stock record card suggested by the Author 


STOCK RECORD CARD 


ARTICLE 


MAXIMUM MINIMUM 


ORDERED 


FROM WHOM ORDERED 


Stock NuMBER 


AVERAGE YRLY. CONSUM. 
INVENTORY 
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Banks Have 
“Problem-Children,’ “\oo! 


Facts About a Service You May 
Recommend to Special Accounts 


W E believe that many manufacturing situations exist, 
which for one reason or another are not at present 
eligible prospects for bank loans. These situations might 


well find in our service the answer to the problem. 
low. It} 
renient 
rily to 
s form 


We are Factors. We buy at face value a manufactur- 
er’s invoices against his customers. Since we take all 
the credit risks, we pass on all the credits, make all the 
collections, and do most of the accounting. 


Our resources being far greater than those of any client, 
and our credit information so much more complete, 


olum J we generally expand, rather than limit, his possibilities 
a for selling. 

rd will 


In order that you may know how we could help in 
problem cases that come to your attention, we ask the 
privilege of presenting the essential facts of our service. 


TEXTILE BANKING COMPANY 


55 Madison Avenue, New York 
Affiliated with Commercial Credit Company, Baltimore e Capital and Surplus Over $65,000,000 


NEW ENGLAND REPRESENTATIVE: EDMUND H. LELAND, CHAMBER OF COMMERCE BUILDING, BOSTON, MASS. 
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Correspondent Banks and Commercial Transit 
Ledger Department 00.000: Department 
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been mos ing 
At present, ore “orresponden 
Departments ani 
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Depertments 


Results: 
Savings Department 
SAVING OF CLERICAL TIME * MORE COMPLETE RECORDS 


There are National Machines for handling, speedily and accurately, all banking trans- 
actions. The local National representative will be glad to give you a demonstration. 


The National Cash Register Company 


DAYTON, OHIO 


Typewriting-Bookkeeping Machines 
Posting Machines . Analysis Machines 


Bank-Bookkeeping Machines 
Postage Meter Machines * Correct Posture Chairs 


Cash Registers ° Accounting Machine Desks NCR Check-Writing and Signing Machines 


BANKING 


| 
| | 
CAPITAL $ 3,0 40,000 
t 
CENTRAL P 
SEVENTH 
yetioneal Cash Register Company 
payton 
Ohio 
Gentlemen: | 
which we nave obtained from yational equipment have 
pachines in Our gavings Depert- 
Banks and Commercial Ledger 
gince the 71, of ational Bank Bookkeeping 
wachines on our commercial accounts » Cc qaerable work formerly gone in the 
analysis Department has been eliminated, resulting jn a saving of clerical 
time and also giving us @ more complete records 
with pest wishes, We are 
very truly yours, 
= Thomas G- Conklin 
TGC :AG Cashier 
} 
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By BERT H. WHITE 


Mr. WHITE, vice-president of the Liberty Bank, Buffalo, 
writes frequently for BANKING on industrial research activities. 


EAN interest rates have caused the 1938 banker to stream- 
line. Faced with lower operating income, he has been 
taking more than a glance at his cost of current operation. 
Not that the successful banker has not at all times kept one 
eye well cocked toward operating expenses; but today there 
are new problems, not the least of which is how to keep the 
budget in balance. The worst business depression in Ameri- 
can history, followed by five years of relentless political 
baiting, has given the American banker ample cause to 
meditate and take stock. We can well depend on his ability 
to work things out and think things through. 

In this effort to cut his cloth in keeping with the times, 
the banker has had the assistance of an army of unseen 
partners. In the research laboratories of the big American 
office equipment and supply companies, an endless search 
has been going on for better ways and means to handle the 
staggering volume of routine that passes through the 
American banking system. Day in and day out, these newer 
developments are doing their part towards making a bit 
more of gross available for net. 

Executives interested in improving their business realize 
that their judgment is limited only by their information. 
With this thought in mind, a survey has been made to deter- 
mine what is coming along from the laboratory and what is 
being adopted in the bank equipment field. 

The Burroughs Adding Machine Company has brought 
out a new high-speed bank posting machine, which intro- 
duces two new developments with a direct bearing on profit- 
able bank management. This new machine makes it easy to 
record information on account activity so that it is possible 
to establish a fair, accurate, and easily explainable basis 
for making service charges. With a ledger of the type created 
on this new Burroughs, it is possible to tell at a glance 
whether any of the balance on any account is composed of 
uncollected funds. 

Common complaints against proof department operations 
in large banks center around their inability to meet changing 
conditions, their high cost, the inefficient handling of items, 
and a routine so complicated that the services of highly 
trained specialists are required. Designed to meet these 
objections, the new Burroughs simplified proof plan is 
pointing the way to a new trend in the operations of bank 
proof departments. 

With instalment loan departments rapidly becoming 
standard in banks, the problem of handling this class of 
accounting record efficiently is of vital concern. Burroughs 
has also developed a new instalment receipting machine 
which not only satisfies requirements of speed and low cost, 
but also furnishes mechanical protection over every trans- 
action. It reduces instalment loan accounting to a simple 
procedure handled entirely in the teller’s cage. 

L. C. Smith Corona Typewriter offers a new super-speed 
L. C. Smith typewriter with ball bearing action and floating 
shift. The 1938 world’s speed championship was won on this 
machine—and speed saves money for both bankers and 
business men. 

The 1939 Royal typewriter will be dramatically different 
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Equipment Progress 


from any other writing machine. It will be the first typewriter 
completely enclosed, completely protected from dust and 
dirt. 

International Business Machines’ research laboratory 
recognized the need for a machine that would sort, list and 
prove checks. The I.B.M. proof machine does that job. It 
has given the banks an economical, mechanical control of 
all the phases of checkhandling. 

The varied ways in which banks are making profitable 
use of the International electric bookkeeping and account- 
ing machines with the use of punched cards could only be 
described adequately in a special article. With this method, 
banks are able to supply automatically the increasing 
amount of information required by clients, by taxation and 
other governmental authorities, and by their own operating 
divisions. All necessary ledger entries and reports are 
speedily made from but a single recording of any transaction. 
One of these machines is capable of arranging or rearranging 
cards in any desired sequence at the rate of 12,000 cards per 
hour and will automatically replace each card in its proper 
sequence in the filing system. While the International 
electric bookkeeping and accounting method is most widely 
used in personal trust accounting, it is also being adapted 
by an increasing number of banks to many additional uses 
including: investment portfolio, mortgage accounting, real 
estate management accounting, dividend disbursement, 
deposit and loan account analysis, Christmas Club account- 
ing, instalment and personal loan accounting. 


GREATER EMPLOYMENT 


AT this point, it seems timely to say a word in defense of 
labor-saving equipment. Contrary to much public belief, the 
development of business machines and office appliances has 
produced not less, but greater employment for office work- 
ers, enabling the creation and expansion of innumerable new 
services which would be impossible without them. The 
Secretary of Commerce recently pointed out that in the 
year 1860, when there were virtually no office machines, 
4,000 out of every 1,000,000 persons in the United States 
were office workers. Today there are 50,000 office workers 
out of every 1,000,000 Americans. 

“Labor-saving devices do not destroy labor; they create 
new jobs.” This was the opinion of leading business and in- 
dustrial executives who testified recently before the Senate 
Committee on Unemployment. Owen D. Young, chairman 
of the General Electric Company, had a typical answer: 
“Where the manufacturer lays off one factory hand, he puts 
on two for distribution. This has been the history of labor- 
saving devices.” 

The National Cash Register Company has a new im- 
proved savings account posting machine. All the advan- 
tages for savings account posting and audit control found in 
the previous machines are incorporated in this improved 
model. Pass book, ledger card and journal sheet are printed 
simultaneously. Interest postings appear in red automati- 
cally. But there are new features. One is the electrified posting 
keys, which eliminate at least three manual operations on 
every window transaction, enabling faster customer service 
during peak periods. Pass book and ledger card are auto- 
matically ejected from the machine as new balances are 
printed. Previously it was necessary to reach into the printer 
to obtain the pass book. 
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Remington Rand’s systems and machines have done 
much to lower bank operating costs and increase efficiency. 
The new Model 85 Remington Rand accounting machine 
offers complete electrification of all alphabet and numeral 
keys and of the carriage. This machine is especially valuable 
in the trust department, making it possible to post five or 
more trust records at one time. 

The new Remington Rand Kardex vertical visible file 
provides daily control of 16 vital bank records and may be 
applied without upsetting routine regardless of whether you 
are using pen or machine-posted records. 

The new Remington noiseless typewriter is the last word 
in quietness. 

Remington Rand’s new Dexigraph machine reproduces 
wills, deeds, mortgages, notes and other documents in the 
same or in a reduced size. 

Another photographic development of Remington Rand 
is the Film-A-Record, which photographs checks either face 
only or face and back with but one handling. 

Remington Rand recently invented the Kompakt Fastener 
by the use of which the amount of space taken up in files 
with folders is reduced to an unbelievable extent. 

The Allen Wales Adding Machine Corporation, manufac- 
turers of adding machines exclusively, has announced a new 
duplex adding machine which is the equivalent of two 
adding machines within one case controlled through one 
keyboard and three positions of a single lever. This machine 
will accumulate a grand total of unlimited independent 
totals. It will also easily accomplish any work requiring two 
separate totals such as debit and credit, cost and selling 
price, cash sales and charge sales, etc. It will add or subtract 
independently in either of two counters or simultaneously 
in both counters. It is a completely automatic duplex 
machine equipped with all standard Allen Wales features. 

The men who figure interests and discounts must know 
the number of days involved in every transaction they 
handle. The new Daymeter tells quickly, accurately and 
economically the due date of a note payable in days, weeks 
or months, the days to run on a discounted note and the 
days elapsed on any note. 

Thomas A. Edison, Inc., has introduced a new compact 
Ediphone, which weighs but eight pounds and stands about 
as high as the modern telephone. It occupies less desk space 
than a letterhead. Among its new features is a safety signal 
light which overcomes one of the old objections to dictating 
instruments. Should the user inadvertently attempt to dic- 
tate with the operating lever in the “listen” position, the 
flashing of a light gives an immediate silent warning. 

Yawman & Erbe Manufacturing Company has developed 
a new wired dictating desk, which has space for a dictating 
machine, similar to that of the conventional stenographer’s 
desk, eliminating loose wires around the desk or on the floor. 

Dictaphone Corporation is bringing out an attractive 
progress cabinet to take the place of the old Dictaphone 
stand. It contains an easily accessible correspondence drawer 
that holds a supply of correspondence folders, open and 
ready to receive the dictated matter. As each folder is re- 
moved, the next one automatically drops into position. 

The Todd Company is introducing a new electrically 
operated check signer, which produces legal, four color 
signatures as fast as the operator can insert checks. Two 
locks prevent unauthorized use. The executive responsible 
for check signing holds one key, the operator the other. A 
non-resettable, tamper-proof meter records the total num- 
ber of checks signed. Todd also has announced a new porta- 
ble electric protectograph. 

Banks have been giving more attention to the matter of 
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What’s Ahead? 


M:» of research will continue to wave the magic wand, 
motivated by original thinking and plenty of perspiration, 
A natural query is— “What lies ahead?” Thomas J, 
Watson, president of International Business Machines, 
ably answered the question when he said: “ Decade after 
decade, we have been content to grasp the comforts, conven- 
iences and wealth which science and invention have brought 
us, but to their effect upon our national life and the new 
responsibilities they created, we have given scant thought. 
We stand today upon the threshold of a new era in the satis- 
faction of human needs. While many are asking ‘ What lies 
ahead?’, the forces of research are producing discoveries that 
are certain to create new cycles of advancement, no less 
astonishing than those with which we are all familiar. In the 
era to come, the results of the new discoveries should not 
find us unprepared. Their impact upon civilization and their 
effect upon established customs and institutions will be 
studied well in advance. Therein perhaps is to be found the 
greatest reassurance for those who look ahead.” 


protecting important records from fire during ordinary use. 
For this purpose the Shaw Walker Company is standardiz- 
ing a new line of insulated ledger equipment to be brought 
out early next year. 

The new Monroe Adding Calculator, model A-1, provides 
“split-second” short-cut multiplication automatically. The 
machine itself condenses figures so that answers are produced 
by fewer steps. It is only necessary for the operator to put 
on the keyboard figures representing the multiplicand and 
multiplier, touching automatic “set up” and “multiply” 
keys and the machine instantly does the rest. 

The product “Polaroid” has been labeled as the greatest 
lighting discovery since the electric bulb. Its application to 
the desk lamp has removed the chief problem in desk top 
illumination. The Polaroid desk lamp is fitted with a piece 
of polaroid which removes, right at the source, the light 
vibrations that would ordinarily appear as reflected glare 
from the working surface to the eyes. It has been hailed as 
the forerunner of a new era in desk lighting. 

The McBee Company has developed a new check with 
numbers printed around the edges, enabling more rapid 
check sorting when the checking account is reconciled. It 
is being rapidly adopted by large corporations and Govern- 
ment agencies. 

Early in the 19th century, Sir John Herschel, brilliant 
scientist, coined the word “photography,” based on two 
Greek words meaning “ write by light.” 

George L. McCarthy, vice-president of a New York City 
bank, was familiar with two simple facts about photography 
—a photograph doesn’t make mistakes; a photograph can 
be made with the speed of light. Starting here, he conceived 
the revolutionary idea of putting photography to work for 
banks through the now well known Recordak, at the same 
time bringing into use a method of correcting important 
deficiencies in the methods of his business. 

Mr. McCarthy, now president of Recordak Corporation, 
Eastman Kodak subsidiary, understood a check to be a 
receipt for cash paid out on order of a depositor. When a 
bank released these receipts at the end of a month, all evi- 
dence of the existence of the receipt and its authority was 
lost to the bank. With millions of checks issued daily, it 
seemed inconsistent that armed guards, armored trucks, and 
machine guns should attend transfers of large sums, while the 
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GUARDED IN TRANSIT 


Here is an easy, economical way to build depositor 
good-will. By furnishing insured Super-Safety 
Checks you enlist an army of alert guardians— 
hidden cancelling VOIDS—always on duty to pro- 
tect your depositors’ funds from the clever hands of 
check crooks. No one can tamper with one of these 
checks without leaving glaring evidence of the 
attempted alteration. The moment ink eradicator 
touches a Super-Safety Check the surface is com- 


THE TODD COMPANY, INCORPORATED - 


pletely destroyed and vigilant VOIDS flash forth 
to cancel the check forever. The effectiveness of 
this protection is backed up by insurance guaran- 
teeing depositors against losses caused by any 
check frauds these checks are designed to prevent. 

Your depositors will like Super-Safety Checks be- 
cause these checks provide them with maximum 
security against check fraud losses—are guaran- 
teed by insurance to protect their funds in transit. 


ROCHESTER, NEW YORK 


Offices in all Principal Cities 


Reproductions of this advertisement, 14" x 22”, mounted on heavy cardboard, with easels, for lobby display and with copy directed 
to depositors will be furnished without charge to banks using Super-Safety Checks. Write the address above. 


November 1938 
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transfer of equal sums in check form should be entrusted to 
the mails, to the hazards of fire, or to the whims and vagaries 
of depositors. 

Out of this, 10 years ago, came the Recordak, which fur- 
nishes the safeguarding record, and, at the same time, makes 
economies possible in the active, but non-productive, transit 
and bookkeeping departments. Operating costs have been 
reduced as much as 40 per cent. 

Recordak’s most recent development is the reversible 
Recordak, which permits the photographing of both sides of 
the checks in one trip through the mechanism, thus saving 
the trouble of running the checks the second time or making 
a list to get the information on the back of the check. 


The Recordak Junior, to be introduced early in 1939, wil] 
be a compact, manually operated desk model which, at the 
flip of a switch, will be either a photographing machine or 
reading device. 

Marchant Calculating Machine Company announces a 
Calculator with automatic carriage control and electrica] 
clear-tabulation to any pre-set carriage position. This device 
enables the operator to tabulate the carriage automatically 
to any pre-determined starting position by the act of clearing 
the dials of figures from the preceding problem. 

So are the manufacturers of bank equipment and sys. 
tems contributing to the continued efficiency of American 
banking. 


Insurance Protection 


By AUSTIN D. BRYAN 


Mr. Bryan is field supervisor for the Aetna Casualty and 
Surety Company, Hartford, Connecticut. 


(THEORETICALLY, at least, the matter of purchasing the 
proper insurance program for a bank should not be a dif- 
ficult task. It would seem that the banker need only deter- 
mine what his insurable risks are, decide which of these risks 
he desires to insure and to what extent, and then request a 
well informed insurance agent to provide the coverage best 
suited to his needs. And in truth, that is the exact formula, 
but its application is not as simple as it sounds. 

In fact, experience dictates the statement that the major- 
ity of banks have yet to obtain the kind of insurance pro- 
tection they think they now have. That’s a rather strong 
statement and demands explanation. Perhaps the point will 
be clarified by quoting a remark of an eastern banker to his 
insurance agent after he had reviewed the agent’s report fol- 
lowing a thorough analysis of the bank’s insurance problems: 

“Needless to say, we are greatly disturbed asa result of the 
findings in your report. I think the thing that is most dis- 
turbing to us is the thought of how little we actually knew 
about what our exposures were and what we were trying to 
accomplish with the insurance we have been carrying.” 

This analysis had revealed an insurance program entirely 
different from the one upon which the bank believed it was 
relying for protection. Its program as now seen left the bank 
uninsured against a number of major exposures to which it 
had previously given no thought. It saw certain policies going 
only part way in providing coverage against the risks they 
were supposed to insure completely. In one instance a con- 
tract was technically void because of certain conditions ex- 
isting that were not provided for in the policy. In several in- 
stances premium waste existed that could have been elimi- 
nated. 

It is only natural to wonder who or what condition is to 
blame for a situation such as the one described. Were the 
insuring companies at fault? They had written the policies in 
accordance with their instructions from the agents. Were the 
agents to blame? They had ordered the policies in accordance 
with their instructions from the bank. Did the fault lie with 
the bank? It was spending $6,800 a year for an insurance pro- 
gram it thought was sound. On the assumption that the case 
involved is typical to at least a certain degree, let’s review 
the conditions surrounding the purchasing of this insurance, 
and perhaps there we will find a key to the answer. 
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1. In the first place, the bank had not at any one time 
stopped to analyze its insurable risks, decided upon a plan for 
insuring them and then purchased the requisite policies. On 
the contrary, the policies had been purchased over the 18- 
year period of the bank’s existence. For the most part the 
policies had been ordered at infrequent intervals, whenever 
it occurred to some agent that the bank might be a good 
prospect for a certain form of coverage and followed his 
“hunch” with a successful solicitation. 

During these 18 years the bank had grown and its methods 
of operation had materially changed. While a number of cov- 
erages had been increased and some new forms added, no 
particular system or plan had been followed to keep the 
bank’s insurance program in line with the changing condi- 
tions of its business. 

The insurance had not been written by one agent. In fact, 
eight agents participated in the insurance carried by the 
bank, none of whom had any detailed information as to the 
insurance written by other agents. Closely related coverages, 
such as bankers’ blanket bonds and bank burglary and rob- 
bery insurance, were divided among agents. 

So we have the story of how this bank’s insurance was 
purchased, and in setting forth the conditions surrounding 
the buying and placing of insurance in this particular case I 
think I have fairly well described conditions now prevalent 
in perhaps the majority of banks. It must be apparent that 
these conditions are not likely to produce a carefully planned 
insurance program, but are more apt to result in a program 
that leaves the bank still subject to unforeseen losses de- 
spite its premium expenditure; and Fate seems to have a dis- 
concerting habit of sending its darts through the one weak 
spot in the armor. 

Returning now to the original question: What is to blame 
for the most unsatisfactory condition of this bank’s insur- 
ance? Suppose we place the blame on an abstraction called 
“insurance-buying practices.” How can the situation be rem- 
edied? How can any bank make sure that it has an insurance 
program that will not be found wanting when a major insur- 
able loss of whatever nature occurs? I should like to make 
four suggestions: 

1. Let the responsibility for the proper handling of the bank’s 
insurance be placed squarely on one individual in the 
bank. Let it be made clear that the assignment is a major 
one and will require a lot of study on his part. 

. If it seems desirable to divide the bank’s insurance among 
several agents, then let one well qualified agent be selected 
as the supervising agent for the entire insurance program. 
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Burroughs 


High-Speed Posting Machine 


DEFINITELY MEETS 
TODAY’S NEEDS 
IN BANK 
ACCOUNTING 


AUTOMATIC PRINTING OF BALANCES 


All balances, except overdrafts, print 
automatically. No motor bar or total 
key depressions required. 


* 
AUTOMATIC COUNT OF CHECKS 


The number of checks paid is counted 
automatically and progressively as 
part of the posting operation. 


VISIBLE ALIGNMENT 
Entire previous line, fully visible, is a 
positive guide to perfect alignment. 

* 


AUTOMATIC CLOSING OF CARRIAGE 


The first depression of the motor bar 
closes the carriage and prints the old 
balance. “ 


FAST CARRIAGE MOVEMENT 


Fast tabulation, fast carriage return, 
fast carriage opening .. . allautomatic 
... greatly increase posting speed. 


INSTANT CHANGE IN OPERATION 


Instant adjustment for posting analy- 
sis data to statement or uncollected 
funds to ledger simply by moving a 
convenient lever. 


Visit the Burroughs Exhibit at the American Bankers Association Convention 


SPEED .. . with fewer motions 


This high-speed Burroughs is a 
remarkable development in bank 


posting equipment. 


Its new features ... many of them 
automatic ... provide a fast, simple 
operation and permit the posting of 
uncollected funds information on 
the ledger and a complete analysis 
record on the statement while han- 
dling commercial accounts. Call the 
nearest Burroughs office for com- 
plete details and descriptive folder. 


BURROUGHS ADDING MACHINE CO. 
DETROIT, MICHIGAN 


in Houston, Texas, November 14th—17th 


November 1938 


will 
at the 
ine or 
ices a 
trical 
levice 
ically 
-aring 
1 sys- 
rican 
\ 2: é if 
1e 18. 
never | 
good | 
d_ his Burroughs 
thods 
f cov- 
d, no 
p the 
ondi- 
fact, 
the 
rages, 
> was 
| 
case I 
ralent 
that 
inned : 
gram 
de- 
a dis- 
weak | 
| | | 


It is but fair that he should receive a sufficient share of the 
bank’s insurance business to compensate him for his extra 
services. This agent should work closely with the member 
of the bank’s staff who has been given the responsibility 
of looking after the bank’s insurance. 

. As soon as this supervising agent has been selected let the 
bank request of him as his first service a thorough analy- 
sis of the bank’s insurable hazards and existing coverages. 
The analysis would be of little value if it consisted only of 
a review of existing policies. It must be based on a de- 
tailed risk analysis. When the bank’s risk pattern is prop- 
erly obtained, the failures in the present program, if any, 
will quickly come to light. The analysis doubtless will 
reveal many conditions in present policies which should 
be corrected. Advantageous rearrangement of coverages 
may be apparent. Premium economy may be possible. 
Many uninsured conditions which the bank has not pre- 
viously recognized will be pointed out. Some of these un- 
insured situations the bank may not care to insure, but it 
should at least be aware of them and have the opportunity 
to judge whether or not they should be covered. 

. One analysis, no matter how thoroughly or expertly 
made, will not be sufficient for all time to come. Changes 
will occur in the bank’s operating conditions and in 
insurance coverages and rates that will necessitate cor- 
rections in the program decided upon. In order that the 
bank may keep abreast of its ever-changing insurance re- 
quirements, a date should be set and arrangements made 
for a re-survey at least annually. 

To explain better the function of the insurance analysis, 
let’s see just the high points of an actual case. The case we 
have chosen is not in most particulars unusual. It has been 
chosen as being fairly typical. The bank involved is a com- 
paratively small, but well managed, eastern bank. It is capi- 
talized for $200,000 and has deposits of approximately 
$2,000,000. At the time the analysis was made it was carry- 
ing the following insurance program: 


Blanket Bond Form 8 (primary) 
Blanket Bond Form 2 (excess) 
Burglary & robbery (excess over blan- 


$25,000 
50,000 


50,000 
10,000 
10,000 
100,000 


Bankers blanket forgery............ 

Bankers limited forgery 

Safe deposit box insurance 

Fire insurance on bank building (80% 
coinsyrance) 

Fire insurance—bank contents (80% 
coinsurance) 

Errors and omissions insurance 

Registered mail 


50,000 


15,000 

75,000 
250,000 per 
package limit 
on currency 
Workmen’s compensation Statutory 
Public liability—bank building 25/50,000 


For this insurance the bank was paying approximately 
$2,400 annually. To all outward appearances this program 
was satisfactory. The bank felt it had given ample considera- 
tion to its insurance problem and recognized no particular 
need for an analysis. Nevertheless, one of the agents placing 
a portion of the bank’s business was successful in convincing 
the bank that certainly no harm could be done by the analy- 
sis and that it would be well to know with absolute certainty 
that the insurance was in order. When the analysis was com- 
pleted, the directors were surprised to see their insurance 
picture as the report revealed it. The high points of the re- 
port are briefed herewith: 
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By a readjustment of the blanket bond and burglary and 
robbery program more accurately to fit the bank’s cash and 
securities exposure, it was found possible to provide $50,000 
additional burglary and robbery protection that the bank 
badly needed, at no additional cost. 

This rearrangement of the bank’s burglary and robbery 
program also protected it against the possibility of a sizable 
premium reinstatement cost under its blanket bonds in the 
event of a serious burglary or robbery loss. 

A $25,000 deficiency in the messenger robbery protection 
was pointed out and the suggestion made that the bank 
either reduce its exposure from the transportation of money 
and securities, or purchase additional coverage to fill the gap. 
A new plan of messenger robbery insurance exactly fitted to 
its needs was offered for the bank’s consideration. 


OTHER WEAK SPOTS 


A SERIOUS weakness in the bank’s program of forgery in- 
surance was pointed out and corrected. 

The bank’s attention was called to its lack of protection 
against loss of valuable goods belonging to customers and 
kept in its storage vault. 

The analysis brought to light the fact that the bank was 
under the erroneous impression that its safe deposit box 
insurance protected the bank’s own securities kept in 
safe deposit boxes. 

The importance of having registered mail insurance car- 
ried by the insurance organization that writes the blanket 
bonds was pointed out. 

In arriving at the insurable value of the bank building, the 
bank had included certain values that were specifically ex- 
cluded by the policies. It was therefore carrying an amount ~ 
of fire insurance in excess of the insurable value of the build- 
ing. This excess insurance constituted premium waste. 

Under the fire insurance policies covering the contents 
the bank had included certain items that correctly should ~ 
have been insured under the building policy at a much lower 
rate. 

A reduction was obtained in the fire rate applying to both | 
building and contents. This reduction was obtained by cor- 7 
recting certain minor deficiencies. 

A part of the saving effected in the fire rate was used to | 
extend the scope of the fire insurance policies to include” 
additional hazards not previously insured. 

The public liability insurance carried by the bank was 
found unsatisfactory in several important respects. 

The story of this analysis is not unusual. Cases could be 
used that would test the reader’s credulity. Others could be 
chosen that would indicate the possibility of few major im- 
provements in a well supervised insurance program. But in 
either event the bank for which a good analysis is made has 
gained something. 

Perhaps a banker agrees entirely with these statements as 
to the value of bank analysis when properly performed, but 
wonders whether the one he would receive might not be so 
superficial as to be valueless. But the bank can obtain a good 
one. Here is the formula: 

Pick the agent who is to make the analysis. Choose him as 
you would your lawyer or your doctor—on professional © 
ability and not sociability. 

Find out what system or plan of analysis he intends to use. 
The work can not be done haphazardly and be effective. Even 
the best informed agent needs the added thoroughness of a 
tried and proved system. There are several good ones avail- 
able to him. 

Make sure that the agent does not attempt to analyze 
your policies without complete information as to your risk. 
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DEPOSEES PROVED 
AT FTHE SOURCE 


SAVE TIME AND ERRORS 


Proving at the source obviously forestalls 
the time and trouble of checking through 
the various distributions for errors that 
may otherwise get by. 

Proving deposits the ‘‘Comptometer 
way” is the high-speed, low-cost way of 
handling this initial step of bank routine 
—thus affording dependable proof of 
accuracy. 


THERE IS NO FASTER WAY OF PROVING 
THAN THE “COMPTOMETER WAY” 


Easy operation of the machine, its rapid, 
direct key-action, automatic controls that 


safeguard accuracy at highest speed—all 
combine to produce economical results. 

Comptometer speed-with-accuracy can 
be applied with equally good results not 
only to proving of deposits, but to other 
figure work as well. (It has already proved 
its value on various bank analysis work.) 

A Comptometer representative will 
gladly demonstrate the Comptometer in 
your office, on your own work. Telephone 
the Comptometer office in your locality, 
or write direct to Felt & Tarrant Manufac- 
turing Company, 1711 N. Paulina Street, 
Chicago, Illinois. 
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By HERBERT M. BRATTER 


The author is a Washington writer on subjects of financial 
interest and importance. 


NDER the pressure of easy money and with the stimulus 
of F.H.A. insurance, real estate lending by banks and 
others has continued to expand during 1937 and 1938. Not 
all banks have been attracted to mortgage loans, whose popu- 
larity varies markedly from place to place. But those which 
have been lending against real property since the depres- 
sion’s low have tended to do so on an increasing scale. The 
amortized idea, sine-qua-non of F.H.A. insurance, has be- 
come popular both with banks and with the home-owning 
public. 

Prior to the National Housing Act, relatively few com- 
mercial banks took mortgages. F.H.A. has popularized the 
long-term, amortized mortgage with many banks. In addi- 
tion it has helped bring down interest rates; has tended to 
eliminate high-cost second and third mortgages in most 
areas; has had its appraisal system widely accepted; and has 
established subdivision and neighborhood planning, an im- 
portant accomplishment, since a neighborhood may deterio- 
rate faster than the property concerned. Careful planning 
helps maintain the value of the lien. 

Although the long-term amortized mortgage was in- 
vented about a century and a half ago, its general use here is 
a development of recent years. Savings and loan associations 
were the first institutions here to make a regular practice of 
lending home mortgage funds for long terms. The Federal 
farm loan system set up in 1917 called for completely amor- 
tized real estate loans. The Home Owners’ Loan Act of 1933 
made direct-reduction loans mandatory for Federal savings 
and loan associations. The H.O.L.C. made over 1,000,000 
direct-reduction loans throughout the country. Then came 
F.H.A~ 

Other influences have favored the amortization idea. 
Among these have been the Comptroller of the Currency’s 
circular letter of September 4, 1935, and the similarly worded 
Federal Reserve Board Regulation A, as revised on October 
1, 1937. For real estate loans other than those insured under 
the National Housing Act, Title II, the foregoing circular 
letter and regulation recommended certain standards. The 
standard as to amount is “not to exceed 50 per cent of the 
appraised value of the real estate” and as to term, five years. 
But, where the terms of the loan provide for amortization of 
at least 40 per cent of the principal within not more than 10 
years by means of substantially equal periodic instalments, 
the loan may be 60 per cent of the appraised value. 

Further influencing banks to include the amortization 
principle has been their costly experience during the depres- 
sion with real estate loans previously made without such 
provision. Finally the public itself, thanks chiefly to its edu- 
cation by F.H.A., has become increasingly receptive to 
amortization of principal. Unfortunately, there is no way to 
measure statistically, from published banking reports, the 
extent to which non-insured loans by banks are being made 
on an amortized basis. It is to be noted that amortized loans 
naturally appeal to life insurance companies more than to 
banks because the former have not the banks’ facilities for 
investigating and watching the position of the borrower, and 
are therefore more dependent upon the tangible security of 
their loans. 
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Real Estate Loans 


During 1937 the amount of net mortgages originated by 
commercial banks and accepted for insurance by F.H.A, 
since the beginning of the program increased from $347 
millions to $546 millions; but these figures when compared to 
total F.H.A. activity represented a declining proportion, 
being almost 63 per cent of the aggregate in 1936 and only 58 
per cent a year later. Of the 58 per cent, 30 per cent were 
originated by national banks. Building and loan associations 
originated over 15 per cent of the national total, mortgage 
companies about 11 per cent, insurance companies 9 per 
cent, savings banks 3.3 per cent and all others 3.5 per cent, 

Although figures on a cumulative net basis are prepared 
only quarterly, figures compiled at the end of August on 
mortgages accepted for insurance during 1938 only, show 
that commercial banks were financing 54.2 per cent of the 
commitments issued January through August 1938 and that 
these mortgages accepted for insurance by commercial banks 
during that period numbered 51,612 for $220,107,364, with 
total mortgages accepted for insurance by all types of lending 
institutions during the period numbering 92,806 for $406; 
000,000. 

Cumulative figures on lending institutions financing net 
mortgages accepted for F.H.A. insurance as of June 30, 1937 
and 1938, reveal an increase of 379 in the number of banks 
making such loans, and a very material increase in the 
amount of such loans made by the same institutions. The 
cumulative figures follow:— 


Number TOTAL VOLUME OF MORTGAGES ACCEPTED 

Typeof of ho 

Lending Institution Institutions Number Amount Number Amoun 
Through June 30, 1937 

National banks. ......... 1,905 59,397 $237,594,486 31.6 31.0 
State banks and trust com- 

2,158 55,524 219,721,723 29.5 28.6 
Total commercial banks. 4,063 114,921 $457,316,209 61.1 59.6 
eee 5,716 188,023 $767,678,551 100.0 100.0 

Through June 30, 1938 
National banks.......... 2,055 89,411 $362,225,173 31.4 30.5 
State banks and trust com- 

2,387 79,988 322,537,441 28.0 27.2 
Total commercial banks. 4,442 169,399 $684,762,614 59.4 57 
6,424 285,173 $1,187,510,859 100.0 53.2 


Source: F.H.A. release 221 A. 


The monthly trend in mortgages accepted by F.H.A. for 
insurance since January 1935 is shown graphically in a chart 
on page 37 of the 1937 report. Peak periods were from June 
to October 1936 and from March through June 1937. The re- 
mainder of 1937 witnessed a decline of over 40 per cent from 
the monthly high. 

Examination of published statistics of the Comptroller of 
the Currency covering March 31, 1937, and March 7, 1938, 
(latest available) discloses only a moderate increase in out- 
standing farm and other real estate loans of national banks 
as a group. Total outstanding loans by such banks against 
farm lands increased from $212 millions in 1937 to $219 
millions in 1938; and loans on other real estate from $1,246 
millions to $1,354 millions. The increase occurred chiefly in 
loans against non-farm real estate by “country banks” and 
banks in “other reserve cities”’. In central reserve city banks 
of New York and especially Chicago there was a decline. 
In the latter group, national bank loans oustanding on real 
estate, other than farm land, declined from about $12 mil- 
lions to $10 millions, as shown in the accompanying sum 
mary table. 
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SUMMARY OF NATIONAL BANKS’ REAL ESTATE LOANS, MORTGAGES, DEEDS 
OF TRUST, AND OTHER LIENS ON REAL ESTATE 
(in thousands of dollars) 


On Other Real Estate 
3-31-37 6-30-37 3-7-38 


On Farm Land 
3-31-37 6-30-37 3-7-38 


New York! ie 133 131 13 
*hicago *. 543 321 290 


19,088 
12,480 


21,304 
12,283 


18,293 
9,912 


Total, contral re- 
serve cities. 676 452 303 
Other reserve cities 81,497 81,432 81,651 


31,568 
622,231 


33,587 
646,822 


28,205 
669,589 


Total, all reserve 
Country banks... 


82,173 
129,893 


81,884 81,954 
133,304 137,254 


653,799 
591,952 


680,409 
611,673 


697,794 
656,311 


Total, United 


States. 212,066 215,188 219,208 1,245,751 1,292,082 1,354,105 


Source: Office of the Comptroller of the Currency, Abstract of Reports of Condi- 
tion of National Banks, Nos. 191, 192 and 194. 


1 Does not include Brooklyn and Bronx. 
2 This does not include Chicago banks classified as ‘other reserve city banks’’. 


As shown by returns of the national banks, there is wide 
variation in the popularity of real estate loans with banks, as 
between different localities. Compare, for example, the $315 
millions of such loans on non-farm real estate by San Fran- 
cisco national banks with only $18 millions by New York 
banks on March 7, 1938. In addition, San Francisco national 
banks had outstanding over $54 millions lent on farm land. 
In Los Angeles, national banks’ loans on non-farm real estate 
totaled $136 millions in March and loans on farm lands, 
almost $16 millions. How large these totals are compared 
with similar national bank loans made in other cities is indi- 
cated by the fact that Dallas national banks, although rank- 
ing as a group immediately after Los Angeles in the size of 
farm land loans, held only $114 millions of such paper, while 
in loans against non- farm real estate, Boston, the third city 
on the list, reported only $35 millions. 

In the accompanying table national bank data for various 
selected cities are shown. Whereas, during the year ended 
last March, real estate loans by San Francisco banks con- 
tinued to expand, the table shows that the trend in Los 
Angeles had definitely slowed down. In Boston the growth 
was very moderate. In Cleveland, real estate loans were not 
increased. Seattle, Detroit, St. Louis, Washington, Chicago, 
Oklahoma City, Salt Lake City, etc., however, evidenced 
marked expansion during the year. 


REAL ESTATE LOANS OF NATIONAL BANKS IN CERTAIN SELECTED 
RESERVE CITIES 
(in thousands of dollars) 


March 31, 1937 


On Farm On Other 
Land Real Estate 


34,412 
14,036 
810 
5,003 
2,867 
5,668 
2,945 
1,024 


March 7, 1938 


On Farm On Other 
Land Real Estate 


35,471 
13,367 
605 
6,958 
3,232 
5,666 
3,592 
1,078 


Philadelphia 
Baltimore 

Washington 
Jacksonville 


Memphis 

Indianapolis 

Chicago (exclusive of cen- 
tral-reserve-city banks) 

Detroit 13,691 

Minneapolis. . . 2,031 

St. Louis x 7,356 

Kansas City, Kan 653 

Oklahoma City........ 1,552 

Seattle 3,632 

Los Angeles........... 134,596 15,856 

San Francisco 285,004 54,459 

Salt Lake City 1,798 66 

Cleveland 19,796 102 


5,075 7,251 
17,157 
2,063 
8,333 
643 
1,885 
6,637 
136,198 
315,163 
2,183 
19,367 


Source: Office of the Comptroller of the Currency, Abstract of Reports 
of Condition of National Banks, Nos. 191 and 194. 
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Since the foregoing figures cover only national banks, it js 
interesting to compare available data for state banks. The 
F.D.L.C. reports published semi-annually show, for differen; 
groups for the country as a whole, and by states, “loans 
farm land” and “loans on other real estate”. They do not 
show amortized loans or even F.H.A.-insured loans separ. 
ately. The F.D.LC. statistics reveal no material divergence 


in the trend of real estate loans as between national and state 
banks. 


REAL ESTATE LOANS OF ALL INSURED BANKS 
(in millions of dollars) 


Loans on Farm Land 
Group 31-36 6-—30- a7 12 37 


All banks... ... 502 504 488 
National banks mem- 

bers of the Federal 

Reserve System... 215 215 211 
State banks members 

of the Federal Re- 

serve System 49 47 941 953 929 
Banks not members 

of the Federal Re- 

serve “elem. ae 237 240 229 857 839 813 


Loans on Other Real Estate 
12-31-36 6-30-37 12-31-37 


3,139 3,080 2,959 


1,342 1,288 1,217 


Source: Federal Deposit Insurance Corp., No. 8. No. 9 cov. 
ering June 30, 1938, was not available when this article was prepared ) 


Although real estate loans are proving popular with many 
banks, they are less profitable than in pre-depression times, 
One Washington official informs the writer that banks in 
general are lending against real estate at a lower interest rate 
than in the 1920s, generally from 1 to 1% per cent less. He 
notes that banks are apparently making better appraisals 
than formerly, their methods of arriving at values being 
sounder. To put it another way, “a 50-60 per cent loan today, 
is sounder than a 50-60 percent loan of the 1920s, apart from 
the adoption of the amortization principle.” 

“Tn 1929,” he adds, “there were no amortized paymedil 
at all. Now, following the depression, most banks are featur 
ing amortization of some sort, some monthly amortization, 
What with unusually easy money and government insurance, 
loan costs are lower today. Commission rates, for example, 
used to be high, but the pressure of easy money has made 
competition keen, and today few banks charge any com 
mission.” 

It is well understood, of course, that there is great lack of 
uniformity in mortgage interest rates between various parts 
of the country, and even between different institutions in a 
given locality. The East, for example, has lower rates than 
the South and the West. 

Loans of commercial banks secured by farm real estate 
have been surveyed periodically by the Department of Agri- 
culture. According toa study by Norman J. Wall, the peak of 
such loans apparently was reached late in 1920, when the 
$1,447 millions total was about twice the 1914 total. By 1934 
such loans were less than $500 millions. The story since 1934 
is traced in the figures of F.D.I.C.-insured commercial 
banks, as compiled and published by the Department of 
Agriculture on a state and regional basis. The national total 
since the end of 1934 has increased from $488 millions to over 
$501 millions last December. 

Unlike urban real estate loans, the principle of amortiza- 
tion—incorporated in the land bank legislation of 1917—has 
not made much headway with other banks lending on farm 
real estate. Such loans are generally limited term contracts, 
entered into with the expectation of renewal at the end of 
from one to five years. Due to the distress periods of 1920 
and 1930-32, the principle of reductions in the form of a 
moderate annual curtail, however, has got into rather gen- 
eral usage; but a considerable part of the principal is left 
outstanding at the end of the period. 
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speed up the operations of 
heck departments with the 
international Proof Machine for Banks 


HIS modern machine brings to check divisions a quicker and 
ore comprehensive command of all phases of their work. It 
bves time and effort and reduces the cost of proving and distrib- 
ing checks. 


Vith this machine, the checks are sorted into twenty-four indi- 
dual receptacles. Checks are also listed simultaneously on any 
twenty-four adding machines, using single or duplicate tapes. 

addition, the checks are automatically counted as they are 
brted and listed. 


he International Proof Machine for Banks brings an efficiency 
nd control which results in better service to customers. It is en- 
husiastically indorsed by leading banks and trust companies. Find 
t how this machine can serve you. Send for illustrated folder. 


w 

twe 


Showing the compact arrangement of the 
twenty-four adding machines, using single 
or duplicate tapes. 


The sorting receptacles of the Bank Proof 
Machines are instantly accessible. 


NTERNATIONAL BUSINESS MACHINES CORPORATION 


World Headquarters Building BUY) As 
L 
590 Madison Avenue, New York, N. Y. “NCHINE® 
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Branch Offices in Principal Cities 
of the World 
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Nation-wide Banking 


BANKERS TRUST COMPANY 


16 WALL STREET, NEW YORK 


FIFTH AVE. AT 44TH ST. 57TH ST. AT MADISON AVE. LONDON: 26 OLD BROAD ST. 
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Public Relations and Advertising 


BANKING presents herewith an extensive report on the public 
relations and advertising activities of banks during the past year. 

The survey, made by JoHN J. McCann, Jr., advertising 
manager of the National Savings Bank, Albany, New York, is 
believed to be the most comprehensive study of its kind ever 
undertaken, giving a broad picture of what banking is doing to 
create a better public understanding of its work. 


order to present a picture of the progress made in bank 
[inttc relations, this yearbook review has been prepared 
from reports covering the entire banking field. Although 
there appears to be a very uneven pattern of activities over 
the country, it is true that in every state some form of public 
relations work is being carried on. The central and western 
states stand out conspicuously for organized cooperation. 
In the eastern and some southern states much of the work 
has been left to individual banks with the result that state- 
wide coordination of effort is not as far advanced. A number 
of states have been handicapped with a shortage of operating 
funds, and other matters, such as legislation, take first 
place on their agenda. 

The success achieved by many individual banks is en- 
couraging, but the rounding out of public opinion will take 
form when and as all efforts are overlapped beginning with 
the single bank unit and extending through local, county, 
state and national groups. There are indications that this is 
gradually developing and will eventually produce a unified 
national pattern. 

All media of public contact are being employed to a greater 
or less extent in most parts of the country. Newspapers, 
radio, direct mail, all have been found effective where prop- 
erly and skillfully designed. What is most significant is the 
fact that personal contact is being relied upon more and 
more as a desirable supplement to media promotions. Judg- 
ing from the new ideas that are currently presented, there 
can be no doubt but that many more channels of expression 
will be discovered as this national program takes form. 

Reviewed in this report are highlights of the year’s activity. 


GROUP ORGANIZATION WORK 


MANY state associations are broadening their work through 
educational and public relations committees. Some have 
assumed direct supervision, while others depend upon the 
initiative of county or clearinghouse groups to promote 
the activities. 

As an instance of sources which may be drawn upon to 
further educational programs, the New York State Bankers 
Association has urged county associations and individual 
banks to take advantage of the State Industrial Service 
Bureau, a special branch of the State Department of Educa- 
tion. The director of this bureau has conducted several one- 
week courses for bank officers and staff at a bank selected by 
members of the local clearinghouse. Frequently this leads to 
an extension program of forums carried on by the clearing- 
house or by individual banks. The committee on public 
relations has developed a series of recommendations covering 
all phases of public, customer and interbank relations which 
will be published in booklet form and distributed soon. 

The Bergen County (New Jersey) Bankers Association, as 
a typical example of county group work, conducts a two 
point program—an external phase comprising talks to vari- 
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ous service clubs and an internal phase comprising the 
formation of constructive customer relation groups composed 
of all classes of employees and officers, and also a study pro- 
gram for individual banks. The A. B. A. Constructive Cus- 
tomer Relations Manual, which is used extensively through- 
out the country, is provided for each member for use at the 
monthly or semi-monthly sessions. Supervisors use the More- 
house Lecture Notes which contain a definite outline for each 
meeting. A special list of questions and answers has been 
compiled by the committee for examination purposes. In the 
past season these lecture forums drew an enrollment of 128 
officers and staff members, representing more than 50 per 
cent of the county membership. 


PUBLIC RELATIONS CLINICS 


OTHER states, including Missouri and Kansas, have pre- 
pared special program outlines for their memberships, em- 
phasizing many local and sectional problems. Many state 
associations have also organized public relations clinics 
through county or regional groups and still more have in- 
cluded sessions on customer and public relations in state 
convention programs. An interesting report on this type of 
work comes from the Wisconsin Bankers Association which 
during the year assisted 11 counties in the organization of 
staff conference groups for the study of public relations. 
Meetings were attended by 346 bankers in 21 counties. Also 
between 30 and 40 staff conferences were sponsored by in- 
dividual banks and in most cases county groups devoted at 
least one informal session to the subject during the year. In 
Wisconsin alone, 11,200 copies of the A. B. A. Customer 
Relations Manual were distributed in the past year. Con- 
ference material is prepared and correlated by the state 
headquarters and distributed through county educational 
key bankers. A résumé of reports received from leaders indi- 
cates that this material has been found especially valuable. 
Informal meetings have promoted a spirit of cooperation 
wherever held. Several county groups have exchanged lead- 
ers and speakers on special assignments, thus covering many 
viewpoints. A new series is now being prepared by the asso- 
ciation. 

Among other states, Illinois has an active program to or- 
ganize a quota of 15 classes throughout the state. In Ohio 
three regional bank forums were held last year in connection 
with local universities. Many regional clearinghouse forums 
were also conducted in Tennessee, South Dakota, Nebraska, 
New Mexico, Oklahoma, Washington, Oregon and Montana 
—and at least a few in other states. 

The Oregon Bankers Association developed a seven point 
program of activities including school contact, public speak- 
ing, publicity, bank visitations, local meetings, community 
development, radio engagements and employee-training 
courses. This association has also devised a much needed 
card checking system of statewide activities. These forms are 
distributed to members for reporting activities as they occur; 
later reports are tabulated and published by headquarters. 
During the past year the association recorded 23,720 column 
inches of newspaper space devoted strictly to good-will ad- 
vertisements and publicity articles; 489 meetings were ad- 
dressed by members reaching a total audience of 49,600. In 
all, 1,082 reports were received on activities within the state, 
also indicating that more than $16,000 was expended by the 
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membership in civic cooperation such as county fairs, con- 
tribution to civic enterprise, welfare work and the like. 

The educational committee of the Ohio Bankers Associa- 
tion supplies another method of approach by setting up as a 
central theme for statewide addresses a review of banking 
history and development within the state and the manner in 
which local banks have aided community and state growth. 
Copies of this master manuscript have been distributed to 
all member banks for local use at public gatherings, and this 
and other similar material has been adopted generally by an 
interchange of materials with neighbor states. 


A DIRECT ROUTE TO CONFIDENCE 


A NEW movement fostered and developed by President 
Adams of the American Bankers Association places greater 
emphasis than ever on the idea that the bankers’ viewpoint 
must be carried by the most direct means to the depositing 
public. Informal gatherings attended by local depositors 
were held during the year in conjunction with Association- 
sponsored regional conferences at Des Moines, Indianapolis 
and Oklahoma City. These were along the line of “customer 
town meetings’, as suggested by Mr. Adams, and proved so 
satisfactory that open public forums have spread to pro- 
grams of several state associations and individual banks. 

Outstanding among these was the closing session last June 
of the Utah Bankers Association convention which drew 
more than 20,000 people. Principal attractions were songs by 
the juvenile film star, Deanna Durbin, and a talk by Merle 
Thorpe, editor of Nation’s Business, who acted as banking’s 
spokesman. Fifty thousand tickets were distributed by 
member banks and other outlets. The value of this type of 
meeting is best expressed by the chairman who said: “We 
decided that in the past we have all been talking to ourselves. 
So we branched out to get the class that needs conversion.” 

More recently a series of public meetings was arranged by 
the Wisconsin Bankers Association. On five consecutive 
evenings the association presented John Carter, radio star 
and tenor of the Metropolitan Opera Association and M. 
William A. Irwin, Assistant Educational Director of the 
American Institute of Banking, as guest speaker. Tickets 
were distributed by local banks to patrons in the five differ- 
ent communities in which meetings were held. Attendance 
for the series reached an aggregate of more than 10,000. As a 
public relations effort, the combination of music and in- 
formation marks the adaptation of good showmanship which 
has been favorably received. 

Among the favorable reports of smaller groups was the 
mass meeting arranged by the Grand Rapids Clearing House 
Association (Michigan) and the local real estate board in 
February. The speaker on this occasion was Roy Wenslick 
whose topic “Next Boom in Real Estate” attracted 4,000 
local people. Ticket distribution was made through member 
banks, the real estate board and other business interests. 
From every angle this mass meeting was reported successful. 

In other parts of the country, various banks and clearing 
house groups have arranged similar real estate talks and also 
a number of so-called ““F.H.A. mortgage clinics” at which 
district directors invite inquiries on the subject and bank 
officials are available for consultation. 


MESSAGES TO THE BUSINESS MAN 


DURING the past year there has been a marked activity in 
bringing the banking message to localized business groups. 
Campaigns have been undertaken in most states to get pub- 
lic speaking engagements for members of speakers bureaus. 
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And where no such staff has been organized, state associ, 
tions have urged volunteer work by bank executives, } 
cases where state-wide programs have been followed resuly 
have been particularly satisfactory. 

Talks prepared by the Public Education Commission ¢ 
the American Bankers Association have been used in even 
state. There are a few cases where state educational commit. 
tees have supplemented this material with special addresses 
covering local problems. Appearances by bank representa. 
tives have been made before boards of trade, chambers of 
commerce, Rotary, Kiwanis and other service clubs, church, 
civic and professional organizations and similar groups 
Many of the opportunities opened to bank officials hay. 
resulted from their own personal contacts and membership 
in various clubs and associations. 

The increasing participation by bankers in civic move 
ments is shown in South Dakota where the state association 
holds membership in the state secretaries association @ 
chambers of commerce, thus opening a broad and fertik 
field of contact. The industrial tours conducted by many 
chambers throughout the country have been found to be an 
excellent opportunity of building good-will. The Kansas 
Bankers Association, for example, recently reported that si 
bankers represented the association in the 1938 chamber ¢ 
commerce industrial tour which visited 26 different manu 
facturing plants located in several states. 


SPEAKING PROGRAMS 


A VARYING degree of interest is shown by state associa- 
tions in the development and promotion of speaking pro- 
grams. Some are extremely active in contacting organizations 
of a business or civic type and urging them to call upon banks 
for speakers. Others rely upon bulletins to encourage the 
initiative of members to develop their own contacts locally. 
The Wisconsin Bankers Association tells of its newly organ- 
ized speaker’s unit, which now lists more than 150 banker 
in the state. In addition to special association speech ma- 
terial, more than 2,000 copies of the A. B. A. talks have been 
distributed to members by the Public Relations Department. 
More than 170 talks before audiences totaling 13,000 have 
been reported in the past season. An interesting sidelight on 
this program is the practice of drawing out questions from 
the audience and discussing them informally. These ques 
tions are noted carefully and reported to the state head- 
quarters where they are tabulated and used as a basis for 
future speech material. 

An instance of the extent to which A. I. B. chapters may 
be drawn upon, is reported by the public education com- 
mittee of Milwaukee Chapter, which is closely cooperating 
with the state association in developing and filling speaking 
engagements. This cooperative plan has worked out so well 
that it has been highly recommended to all chapters in the 
state. These and other developments in procedure indicate 
the forward-looking interest which may be expected from the 
“speaking corps” as they are organized. 

Another method currently followed is that of the Penn- 
sylvania Bankers Association which has published the A.B.A. 
talks in pamphlet form, believing that this type of presenta- 
tion holds more appeal for individual members cooperating 
in the state program. In clearinghouse groups educational 
committees have frequently invited outside experts such as 
Government service men, home economists, building con 
tractors and others to discuss the banking angle of their vari 
ous professions before luncheon clubs and other civic gather 
ings. 
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It appears from the reports of associations that the effec- 
tiveness of speaking programs depends largely upon the plan- 
ning and the consistent interest with which it is promoted. It 
fails only when the “let George do it” attitude leaves the 
program to haphazard treatment and neglect. By and large, 
it is noted that the number of engagements filled throughout 
the country by active committees and individual] workers is 
a definite index of public interest in hearing what the banker 
has to say. This receptive attitude makes possible the laying 
of ground work for common understanding of banking prob- 
lems that is invaluable. Informal public contacts obtained in 
this manner cannot fail to increase the effectiveness of paid- 
for advertising inasmuch as they add a convincing personal 
note to the banking story. 


THE YOUNGER CUSTOMERS 


THE year’s record of school contacts offers evidence that 
special effort is being directed toward the enlargement of 
child education and the cultivation of teacher and parent 
contacts made possible through the schools. 

The New York Mutual Savings Banks Association, whose 
members have the largest block of school savings deposits in 
the country, has organized a new state-wide forum on school 
savings with the objective of improving the school banking 
departments as a savings device as well as a means of educa- 
tion. While yet in the stage of organization, bank interest 
promises a wide support of this new endeavor. It indicates a 
revival of interest which may be traced to the successful 
school savings forums conducted for the second time by the 
Eastern regional savings conference of the American Bankers 
Association. 

Gains in school deposits in many sections of the country 
suggest the possible increase of bank activity in this field, as 
well as improved economic conditions, for it is a generally 
conceded fact that student interest in savings programs 
grows or lapses with varying degrees of encouragement and 
stimulation. 

The Pennsylvania Bankers Association has maintained a 
position of leadership in disseminating practical education 
material for use in public and parochial schools throughout 
the state. This program, on which $17,500 has been expended 
in the past few years, has been constructively planned and 
executed. A standardized text in booklet form, based on 
material prepared by the A.B.A. Public Education Com- 
mission, is being widely circulated. During the past year 
13,513 booklets of talks on banking and economics were 
distributed to high schools as well as 3,693 grammar school 
booklets to ninth grade pupils. The public relations program 
of the association centers upon this one activity. Its plan is 
progressively to cover new state areas each year. The ele- 
mentary school booklet is available to teachers on a gratis 
basis. The high school booklet is available to both teachers 
and scholars in senior commercial classes. Distribution is 
accomplished through three channels—printed notices in the 
Pennsylvania Educational Journal, space being contributed 
by the executive secretary; printed notices in monthly bulle- 
tins of the Department of Public Instruction of the com- 
monwealth, space contributed by the superintendent of 
schools; and thirdly through committee members and by 
them through key bankers organizations. Obsolete books 
have been replaced as the program extends throughout dif- 
ferent state sections. 

Commenting on the reception of this program the associa- 
tion states: ““We have many expressions of favorable com- 
ments from county superintendents, school principals and 
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teachers, as to the worth of the material, but as a matter ¢ 
fact we need no better attestation of its value than the nun, 
ber of orders that have come in and the continued use of thy 
booklets distributed in past years. We have made a real step 
foward.” 

Another outstanding example of school contact comg 
from the Washington Bankers Association which conductej 
an elaborate program resulting in 387 lectures reaching ap 
proximately 37,810 individuals, most of whom were sty. 
dents. Among the special events of the program was a ver 
successful dinner sponsored by the association as host to th 
Northwest Industries Study Group of the Seattle Association 
of Classroom Teachers. Some 250 teachers were conducte 
on a member bank tour which concluded with a banquet 
Following this a forum was held to draw out discussion ¢ 
various banking subjects. Host bankers answered the many 
questions brought up by the guests. This part of the forun 
was broadcast and, the association reports, brought to light 
many of the false ideas about banking held by members oi 
the faculties of schools represented. A kit of materials was 
given to each teacher describing some of the principal indus 
tries of the state and the part played by banks in ther 
development and in day-to-day activities. Summarizing it 
impressions the association says: ‘“‘ We feel that this was om 
of the finest types of public relations and educational wor 
that has been done for some time and it is our intention to 
present a similar program next year.’’ The committee o 
public relations and education has recommended to the state 
association that it stress the schools as the most important 
field for this activity. 


PRACTICAL CONTESTS AROUSE INTEREST 


ALTHOUGH school contests have not been promoted toa 
large extent during the past year, several interesting exam- 
ples are reported, all of which have been designed along 
practical instructive lines. 

The Michigan Bankers Association sponsored a state 
wide essay contest in the Spring. Special awards were matt 
by local banks in each community participating and the wit 
ning essays competed for the grand prize—a $500 scholarship 
at the University of Michigan. The contest was opened to 
high school seniors on the subject “How a Bank Serves 
Community”. As this theme required study and research 
much practical information was gained from it by students 
and general public discussion was stimulated by the loal 
and state publicity. 

The Illinois Bankers Association also conducted a similar 
essay contest, taking as its theme a question of great timely 
interest in the state: “Preserving the State Bank System 
by Adoption of the Proposed Amendment to the Illinois 
Constitution”. The competition was opened to high schoo 
seniors and three awards were offered: the first, a $35 
scholarship at the University of Illinois; second, $100 to be 
applied on tuition to any university or college in the state; 
and third, $50 cash. The winner appeared before the asso 
ciation’s state convention at Springfield and presented his 
essay from the platform during one of the sessions. 

The Kentucky Bankers Association sponsored a state 
wide public speaking contest which was open to high schod 
seniors on the subject “The Bank and the Part It Plays it 
the Community”. Preliminary contests were held locally 
and the finals were staged at the association’s convention. 
The winner will receive a one year scholarship to any uli 
versity or college in Kentucky including tuition, all neces 
sary school supplies and board and room. 
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The North Dakota Bankers Association has done con- 
siderable work in submitting questions on banking to school 
children and offering small but attractive awards for the best 
answers received. Following each contest of 20 questions, a 
well formulated set of answers are returned to the schools 
for study and student discussion. 

The Kansas Bankers Association notes that a number of 
banks in the state have successfully designed a senior student 
contest around display advertisement writing for local 
banks. Each weekly winning advertisement appears over the 
bank’s signature in the local newspaper. A committee of 
three local business men makes the selections and a small 
cash or other prize is awarded the winner. This novel idea 
draws attention to the bank and stimulates parent interest. 
A credit line for the author and winner is usually carried in 
the corner of each advertisement. The Washington associa- 
tion also reports that a group of member banks sponsored an 
essay contest on the subject, “A Bank’s Service to Its Com- 
munity”. The Montana Bankers Association, encouraged by 
success of an essay contest held last season, is planning a new 
one this year. The Nebraska bankers also have a plan under- 
way. The Oregon Bankers Association reports excellent 
results from its practice of organizing public speaking con- 
tests for Future Farmers and 4-H Club members at state and 
county Fairs. 


BANKER-FARMER WORK 


ONE of the most concerted efforts in the public relations 
field today is that undertaken by bankers in the agricultural 
states under the auspices of the Agricultural Commission of 
the American Bankers Association. This Commission, 
through a force of nearly 3,000 cooperating bankers in all 
parts of the country, has evolved a farmer-banker program 
of far-reaching effects. Three major national projects are 
dealt with: 4-H Club activities, farm inventories and credit 
statements, and soil conservation with special emphasis on 
erosion control. 

This broad program serves as a concrete example of the 
methods by which bankers may, through coordinated effort, 
deal successfully with the problems of a section of the public 
served, and thereby find satisfactory readjustments of their 
own problems. The work is essentially cooperative in all re- 
spects, placing a definite requirement upon the banker to 
study farm problems scientifically; to associate personally 
with the farm customer and identify himself with farm activ- 
ities; to speak as often as possible before farm groups; to 
encourage and guide the training of farm boys and girls—in 
short, to make his institution a definite part of the lives of 
his immediate customers and public. This program inter- 
prets the whole scheme of public relations. 

It is interesting at this point to note that six state asso- 
ciations have won the annual Certificate of Merit offered by 
the Agricultural Commission for compliance with definite 
activities in the program. These include Texas, Oregon, 
Washington, South Dakota, Georgia and Wisconsin. Oregon, 
as an outstanding example, has won this award for the ninth 
consecutive year. 

The encouragement and guidance of rural youth as ex- 
pressed in 4-H Club activities and Future Farmers organiza- 
tions is looked upon by most bankers as an essential step in 
safeguarding the future development of agricultural resources 
of the country and the assurance of an intelligent progressive 
farming. Most state associations have through their agricul- 
tural committee encouraged member bank interest in co- 
operating with local county agents and 4-H leaders. This 
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annually $1,000 for achievement pins which member banks 
present to those completing project work. Pennsylvat 
bankers finance the sending of two boys and two girls to thy | 
Washington, D. C., 4-H encampment and also the cost of | 
4-H Club Leadership Training School. Ohio bankers provide |; 
ribbons and banners for livestock judging contests and alg 
send qualified club members to the national camp. In cop. ' 
junction with this the association also sponsors a program 
by which banks in their respective communities finance q | 
special farm information service through the vocationa’ | | 
agricultural classes in the schools. Georgia bankers stand at 
the top of the list in loans to 4-H members in financing pur. | 
chases of pure bred stock. And many other state associations, 
clearinghouse groups and individual banks have sponsored 
inter-county contests, junior livestock shows, financing ar- 
rangements for various projects and other similar activities, 

Different approaches to farm problems have been devel- 
oped by various state associations to meet their particular 
requirements. In Illinois last year the agriculture, education | 
and public relations committees carried on a program of | 
publicity designed to bring about closer relationships and 
provide farm customer with valuable and authentic informa- 
tion. This two-point program consisted of a week!y agricul- 
tural radio broadcast over a number of Illinois stations anda 
monthly agricultural bulletin called The Experiment Station 
News which was distributed to selected farm customers. 
This material was prepared by a recognized expert from | 
data officially issued by agricultural experiment stations in | 
various states in the country. Material distributed by mem- | 
ber banks bore their own name imprints. This program held | 
definite advertising and good-will values. 

Indiana bankers have framed a broad program through | : 
key bankers which is stimulated by frequent bulletins fror. | « 
association headquarters. All activities are reported an‘ |!. 
charted. Forty-seven counties have adopted a definite pro- | - 
gram to be continued over a period of years. The scope of 
this work varies rather widely but definite activities | 
listed for each county including such projects as contests, | 
inspection tours, stock feeding programs, dairy improve- 
ments, and the like. The Boone County Bankers Association . 
awarded a crown to the “king” of alfalfa growers. Crop spe- 
cialists from Purdue University selected the winner. This | 
will be a continuous contest, the crown passing each year to | 
the annual winner. | 

Among other associations, Tennessee reports the partici- |. 
pation of county agricultural agents at banker group meet |: 
ings throughout the state. Some 80 per cent of the agent’ |? 
were present and one appeared at each meeting on the pro-| 
gram. The purpose of this was to familiarize agents particu- 
larly with banking problems and to thoroughly acquaint 
them with the activities of banking groups. Aside from 
obtaining a closer feeling of cooperation, this armed the| 
agents with a better knowledge so that they might correct 
mistaken notions in their daily contact with farmers. North 
Dakota arranged a livestock picnic as a feature of its annual 
convention. 

A very practical method of dealing with one of the most) 
important farm problems in its region is offered by the 
Oklahoma Bankers Association. It has conducted training 
schools in each county where four or five men are instructed 
by an engineer employed by the association to terrace land 
for farmers as a preventive against soil erosion. The associa- 
tion has also joined with other organizations in defraying 
expenses of an experienced wheat expert who conducts 4 
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The passing of the pay car... 


T many years ago the payment of 
wages thowsands of rasiway 
Ployees each month entaried the transporia- 
of large quantves of currency and com. 
The danger ol robbery made wise to ren 
the pay train as © “special,” routing it 
differently each month Not even the pey- 
who rode the (rae knew sts snerary 
more than few days advence. 
these trasas made 
possible ‘ostop them anywhere pay 
grede-cromung weichmen, lab vers, 
Lreqght crews. Thus menni trae, 
scheduling. coumderadle €1pease opera 
(ong the pay tres, nd lowe of nine for trans 
end workmen Paydeys were irregular 
ployees knew just when they would 
bbe able to pay the butcher and che baker 


Today, the roads do things differently 
One of the services Irving Trust Company 
pertorms for railroad customers the 
clearing of pay drafts for ther many em- 
ployees. For example, the paymaster's 
department forwards the amount duc each 
employee by drawn on the Treasurer 
of the and bearing the statement, 
“Payable through Irving Trust Company.” 


ANKS and sorekeepers along the hoe 

cash these draits, which are lorwarded 
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Thee method of pay meni reduces the danger 
of robbery, and employees receive thew 
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IRVING TRUST COMPANY 


Shoes for work, for dress, fer play’... made 
2) milion dollars’ worth 


18 leading shoe manetactaress 

BANK AT THE FIRST WISCONSIN 
Serving the leaders every industry, the 
Flew Nethows! Keak compicis 
geared te the whale range of moders basi 


ws 


of 


201 


study of all taxes collected by Federal, State and 

local governments shows: 

In the last six years the mational tax bill bas increased 
26%. and currently 23.6% of all national income is 
consumed by 

‘There are 175.369 taxing bedies in the United States, 
with more than 3,000,000 employes. 

The average single man earning $18 2 weeh and own- 
ing no property pays $116 0 year, or 12% of his wages, 
im indirect taxes concealed im the cost of practically 
everything he buys. 

The typical clerk drawing $150 s month and sup- 
porting e wife and twe children may not file an income 
tax statement, nevertheless he pays taxes of about $220 
2 year, or his total income for a month and « half. 

The family with 2 $350 second-hand sutomobile 
pays the tax collector almost $35 2 year, or, figured on 
2 yearly basis, about 20% of alll it coats t0 own and oper- 
ate the car. 

For every dollar American industry spends on pay- 
rolls, it also spends 43 cents in taxes, or $486 0 year for 
each employe. 


Adminincation oficials have receady bens 


belp prospective borrowers “pet their in 
cosdiion” 
‘Traosiaced into ordinary language, this means “help 
customers arraage thelr affairs so chet beak loss can 
be more easily made—eed more easily repaid.” 
‘This is geod idea, However, it is sot,as press reports 
of oficial speeches might sugges, « sew ides Helping 
cumomers in this way has always been pert of our 
we wamt to make good loses ead 
this bappeas wo be one of the best ways to do so. For 


example. Not long ago company sshed us fore very 
large the purposes of which were entirely legiti- 
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The Federal tax collector wow may take more than 
75% of « wealthy man's income, and the State and local 
taxing agencies 2 sizable portion ef the remainder. 
Neverthe ‘ess, if the tax collectors took alll of the income 
of everyone earning $5,000 » year or more. the total 
receypts {rom this source would pay for the cost of gov: 
ernment for less than four months In other words. all 
the income of all the wealthy wouldm psy more than 
one-third of the tax ball. 

In 197) sbowt 70% of all tax receipts represented so- 
called ha iden taxes—$8. 750,000,000 gathered im 
sums (rors every man, woman and child in the land. 
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to home-owners. All-tald. over 70,000 Buffalo famshes 
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tie score! The high-school quarter raps out his signals, coolly 
beck into drop-kick formation as his line holds desperately. But 
look! He's not kicking! He whirle—throws a short bullet pass to a rangy 
lad over the lime. Touchdown! 
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crop demonstration. A field day is planned to show by com- 
parison the improved crops that can be obtained by the use 
of pure strain seed, which if used will eliminate a dock of 
from 2 to 7 cents per bushel for the local farmer. 

Much attention is being paid by banking groups to the 
National Farm Chemurgic Council program which seeks to 
develop new commercial products such as plastics, alcohol, 
etc., from cotton, wood pulp, corn stalks and various other 
types of agricultural growth. Also bankers in many sections, 
including Tennessee, Illinois and Kansas, are at present 
working on plans to promote local participation in the World’s 
Poultry Congress to be held in this country for the first time 
at Cleveland next July. Committees are being organized and 
much effort in the next few months will be directed toward 
local poultry and other allied interests to assure state repre- 
sentations on a large scale. 

While the national agricultural program revolves about 
state and smaller bank group activities, many noteworthy 
applications are found in the work of individual banks. Some 
have provided specialized farm services in the choice and 
breeding of livestock, planting of crops suitable to various 
types of soil, grading and sorting products and stock for 
market, and many other factors which help bolster farm 
income. Some banks have laid out complete programs of 
farm activities in their surrounding area, taking into ac- 
count the most likely seasonal sources of farm profits best 
suited to the local conditions. In some sections banks have 
revived the productiveness of countless farms not only 
through loan facilities, but in the direct planning of farm 
and agricultural work. The educational campaigns carried 
through by experts on the banking payrolls have not only 
made better farms, but better farmers. And most important 
of all, one finds a heartening note of humanitarian interest, 
particularly in the 4-H club work. 


THE NEWSPAPERS 


FUNDAMENTALLY, the newspapers mold public opinion 
by printing the news upon which this opinion is largely 
based. The many and varied activities noted up to this point 
represent “leg work” outside the bank and all have definite 
news value which should be covered in the public press. To 
draw public attention to the merits of these activities, it is 
necessary to obtain the cooperation of the local press by es- 
tablishing friendly working arrangements. For this reason 
much emphasis has been placed on the proper reporting of 
activities in a style acceptable to the press. 

While there does not appear to be a full-rounded program 
of news reporting on all present phases of public relations, 
there is, however, a definite structure which when strength- 
ened by cooperation of individual banks on through groups 
to the national A.B.A. News Bureau headquarters, will 
crystallize public impressions on a national scale. Local news 
is highly important for it travels and grows when all outlets 
are organized. 

The News Bureau serves as a central agency through 
which banking news of a general character is made available 
to the press. It prepares news releases on convention work 
including addresses and committee reports, and it interprets 
accurately and constructively the policies, services and ac- 
tivities of banking and the Association. It also offers assist- 
ance to banker groups and A.I.B. chapters in organizing 
their own publicity programs and policies. 

Through executive secretaries and publicity committees, 
state associations have to some extent formulated definite 
publicity programs. Only the South Dakota Bankers Asso- 


ciation reports membership in the state press association— 
and this has been held for 12 years. Some of the larger banks 
maintain their own press relations departments to act as 
clearinghouses of news releases. Much of the responsibility 
of news coverage is left to individual banks or to the active 
groups engaged in particular activities. Many reports on 
this subject emphasize the importance of framing releases 
around “‘spot” news or the news elements of activities, 
edited in a fashion which is less likely to be dropped in the 
editor’s wastebasket. Local color and personalities together 
with human interest are the most acceptable types of local 
news stories. Neglect of adequate reporting deprives the 
bank of many opportunities of contact with the public. A 
special study of this subject has been issued by the American 
Bankers Association entitled News About Your Bank which 
is recommended reading. 


DISPLAY ADVERTISING 


NEWSPAPER display advertising, according to most re- 
ports, takes first position in advertising budgets. With rare 
exceptions all banks use newspaper space to some degree. To 
those which have no facilities for preparing copy and illus- 
trations, the A.B.A. Advertising Department supplies a 
valuable and widely used service. This includes newsads in 
mat form, covering every departmental] service and special 
series of an educational and institutional nature. To date 
more than 3,500 member banks have used the service. At 
present over 1,100 of these receive regular monthly material. 
Well over five million pieces of direct mail has been pub- 
lished and distributed through the department and each 
year some 36,000 posters and 42,000 newspaper ad mats are 
distributed to subscribers. 

In addition to this source, state associations such as 
Colorado, Oklahoma, Iowa and others provide special ad- 
vertising copy and other advertising material for member 
use. The broad program of the New Jersey Bankers Associa- 
tion, based on the theme “ Banking Relations from the Cus- 
tomer’s Standpoint” includes newspaper mats, supplemen- 
tary booklets and poster enlargements for lobby display. 
Members have subscribed around $5,000 for this material 
which has been run in every large community in the state 
with excellent results. 

Adapting the plan of the Ohio Bankers Association, the 
Wisconsin Bankers Association furnishes a free newspaper 
copy service for members. Special series on agriculture are 
prepared under the suggestions of the state college of agricul- 
ture. During the year approximately 200 banks used the 
association’s service as issued or with local adaptations. An 
optional mat service will be offered in a new series this Fall. 

Advertising copy ideas are culled from current bank pro- 
grams, prepared in mimeographed bulletins and distributed 
to members by the South Dakota state association. Also a 
series designed to encourage the planting of special grasses 
as a resistant to grasshopper and drought destruction was 
prepared for state-wide use with the aid of state college ex- 
perts. One county key banker commenting on this program 
drew this conclusion: “If bankers show enough interest in 
the program to spend money for advertising, farmers them- 
selves will take more interest in it.” 

Cooperative newspaper advertising during the past year 
was noted especially among the mutual savings banks and 
savings and loan associations—in a few isolated cases by 
commercial banks. Savings bank campaigns were sponsored 
on a state-wide basis in Massachusetts and New York by 
several sectional groups and in a few cities. A number of 
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clearinghouse associations report cooperative efforts, but 
these have been confined almost entirely to matters affecting 
the group, such as changes in policy, interest rate, service 
charge schedules, and the like. In a few instances, however, 
all advertising is handled through clearinghouse committees. 
Special civic events and special newspaper editions have 
been frequently cited as timely and appropriate for coopera- 
tive effort. A number of groups report excellent results from 
the cooperative merchandising of such services as safe de- 
posit and F.H.A. loans and other services. 

Cooperative programs have been sponsored by the Dis- 
trict of Columbia Bankers Association since 1925. This year 
the association undertook a third series on F.H.A. loans as a 
result of previous campaigns which produced more than 
10,000 loans totalling well over $5,000,000. Two well estab- 
lished values of cooperative advertising are the added force 
of joint appeals and the reduction of costs by pro-rating 
expense to those participating. It is found, however, that the 
effectiveness of cooperative advertising depends upon the 
subject matter, its presentation and other local circum- 
stances. 


35,000,000 LINES 


FINANCIAL advertising, according to latest media record 
figures, has increased substantially during the year. Some 
35,000,000 lines of display space is reported from daily pa- 
pers with a large figure in country weeklies and other papers 
not registered with the Audit Bureau of Circulation. There 
has been a marked trend toward educational and institu- 
tional advertising generally. Numerous bank campaigns 
were directed toward counteracting anti-business propa- 
ganda and informing the public of certain basic economic 
facts, with a view also to impressing business executives of 
bank interest in taking up the cudgels. Copy themes were 
drawn around local industries, giving simple and self-ex- 
planatory facts pertaining to wages, employment, taxes and 
other factors of industrial benefits. Rational rather than 
emotional appeals set the tone for most campaigns. There is 
little evidence of one-sidedness or rancor, the banks merely 
relying on the public’s good judgment to appraise facts to 
obvious conclusions. 

It is significant that the “ Big Business” series of the Bank 
of New York and Trust Company, typical of this new trend, 
carried off the distinguished honor as “the campaign con- 
tributing most to advertising as a social force” in the annual 
Advertising & Selling awards. Advertising economics has 
supplied many broad themes which combine institutional 
and actual sales appeal. Such campaigns as “What Helps 
Business Helps You”’ (Citizens & Southern National Bank, 
Atlanta), “Constructive Banking in the Shadow of Depres- 
sion” (First National Bank of Birmingham), “The Banks 
Behind the People” (Commerce Union Bank-Broadway 
National Bank, Nashville) are typical of this style. 

With public confidence as a goal, selling techniques of de- 
partmental service have been generally enlivened by dram- 
atization. The old style impersonal campaign has given way 
to far more humanized appeals with even greater emphasis 
on the “you” motif. Despite the theory that financial ad- 
vertising is handicapped in that it seeks to sell intangibles, 
there are many evidences that such intangibles as ideas and 
services have taken definite form and shape through the 
modern methods of financial advertising. 

Banking has also improved its merchandising touch, par- 
ticularly notable in service campaigns on auto loans, mort- 
gage loans and personal credit. There is a growing tendency 
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to “department store” methods—with emphasis on the per- 
sonal values and satisfactions rather than the attributes of 


Services are “packaged” for the customer. Also one finds 
services toned to something more than the old time slogan- 
eering. The advent of “Pay As You Go”, “Bank As You 
Like” checking suggests the newer approach. 

Skillful use of the ad-maker’s art has greatly enhanced the 
character and quality of bank advertising. In newspaper ad- 
vertisements no orthodox formula of layout, typography or 
art is followed; the typical advertisement may be any one of 
many refreshing variations ranging up to the ultra modern. 
The “boiler plate” and the stereotyped styles are passé. 

As a service to readers BANKING has followed and reported 
all new trends and ideas through editorial columns, special 
departments and the pictorial section during the year. More 
than a thousand leading bank advertisers regularly con- 
tribute proofs and specimens of current campaigns for re- 
view. 


PUBLIC RELATIONS ON THE AIR 


THE techniques of radio—an admixture of journalism, the 
theatre, the public rostrum, and the school house—have 
been applied to bank selling and public relations with singu- 
lar success. This medium, taking the sponsor and his message 
into the home at a time when moods are most receptive, 
offers the largest block of mass circulation available. As an 
advertising tool it has demonstrated one fact more dra- 
matically than any other: the selling power of the human 
voice. Measured by the reports on broadcasting experience 
received in BANKING’S national survey (reported in the 
October issue) radio has gained a prominent place in bank 
advertising budgets. Although in numbers bank sponsors are 
still comparatively limited there are many indications that 
in time this medium will become as common to bank pro- 
grams as newspaper, direct mail and other media. 

Heading the list of bank programs in number of sponsors 
during the past season is the A.B.A. series ‘ Money-Mat- 
ters”. Banker John Sterling, central character of the series, 
brought an effective sales and educational story into the 
communities of more than 100 institutions. These human 
interest playlets built around various banking service were 
offered to the membership with an optional choice of any 13 
of 16 subjects. Several clearinghouse associations in Penn- 
sylvania, Missouri, Colorado and Utah sponsored the series 
cooperatively. 

In the playlets are woven dramatic incidents involving the 
intelligent counsel of Banker Sterling who helps his friends 
and neighbors by explaining how their problems may be 
solved through the services of his bank. Music themes intro- 
duce and close each 15-minute program. The cast, musically 
and dramatically, is made up of star talent including an- 
nouncer Howard Claney, widely known for his work on Gen- 
eral Motors, Firestone and other national network shows, 
and Nathan Kroll directing an orchestra of musicians from 
the New York Philharmonic Orchestra. An appropriate set 
of commercial announcements is supplied for local station 
tie-in. This series is probably the only transcribed program 
on the market which combines entertainment with a pointed 
educational sales message particularly designed for banking. 
Experience reports have indicated a demand for more pro- 
grams of this type and accordingly a new series will be re- 
leased by the Association shortly. 

Next in line of program classifications sponsored during 
the year is the “spot,” including a wide variety of types 
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ranging from station break announcements to dramatic skits 
with several speaking parts. This group is used primarily for 
service selling and name publicity, as the short time limit 
does not permit the tackling of a broad educational] job, but 
this is not to infer that spot broadcasting is ineffectual. On 
the contrary, more banks report favorably on spot program 
use than on any other type. However, the longer program 
units which fulfill the requirements of entertainment and 
showmanship consistently produce a greater volume of 
results than any style of spot broadcasting. 

The preference for spot broadcasting is noted chiefly as a 
matter of cost. The range of program possibilities and the ad- 
vantages gained through its flexible scheduling are also at- 
tractive to the sponsor. Of all classes under the general head- 
ing of spot broadcasting, the 50 or 100 hundred word straight 
commercial finds widest adoption. The figure on spot broad- 
casting is considerably enhanced by such cooperative pro- 
grams as the savings banks of Massachusetts which through 
two key stations gives a state-wide coverage for its member 
banks. 

Tie-in spot with news broadcasting ranks a close second in 
number of sponsors to the straight commercial. But again 
the figure is bolstered by the Nebraska Bankers Association 
which lists some 50 member banks cooperating on a state- 
wide basis. Other broadcast types ranking in number of 
sponsors in the order named are: time signals, stock market 
and weather bureau reports, dramatic skits, brief interviews, 
and short talks accompanied by sound effects. The variable 
cost range of spot broadcasting depending upon style, 
presentation, station power and time scheduled, have been 
reported as low as $1 per broadcast and ranging up to yearly 
contracts of $10,000, the latter including schedules on sev- 
eral stations. As a rule the spot type of program seems to be 
longer lived than any other class, no doubt because it is 
easily produced; the average run of those presently on the 
air is about four years, and the longest close to 10 years. 

As a matter of program preference, musical presentations, 
both orchestral and choral, are most frequently reported as a 
central theme in the longer program units of 15 minutes or 
half hour. Usually classical, light opera and folk music seems 
to be the choice of the majority, but a few banks have leaned 
toward the popular varieties and “swing”’. This latter tempo, 
according to reports, attracts a wide popular audience and 
comparatively it leads the heavier fares in results, except in 
cases where a following has been developed over a period, 
or in programs which carry big name talent and are especially 
well produced. 


NEW STYLES IN PROGRAMS 


MANY unique program styles are listed for the past season. 
Word contests, “little known facts’’, question boxes, local 
sport casting, round table forums and interviews—all have 
been adapted to a banking story. Each in its own way has 
proven of value and sold services. The increasing use of new 
program styles indicates that the typical bank sponsor is just 
as open minded in accepting the arts of radio for what they 
are worth as anyone else. The day of the dignified, stiff- 
bodied program, which for its stiffness holds limited audience 
appeal is about to pass, if it hasn’t already. 

A number of cooperative merchandising and educational 
programs were also scheduled in recent months and without 
exception favorable results have been reported. Savings 
bank groups in Massachusetts and New York State, clearing- 
house associations in several states and other banks have 
featured programs designed as a stimulus to F.H.A. loans, 
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personal loans, locating dormant accounts and safe deposit 
selling. The Safe Deposit Association of St. Louis has prob- 
ably done as outstanding a job as any in the field in recent 
months. At present several state associations and savings 
bank groups are considering cooperative programs for pos- 
sible release after the first of the year. This activity, if it ma- 
tures, will place broadcasting to the forefront in bank ad- 
vertising. In total these programs will represent some three 
to four hundred banks. 

For the most part, the educational uses of radio in public 
relations have been limited to complimentary time. Fre- 
quently local radio stations welcome talks, particularly 
those appealing to current public interest. The A.B.A. 
platform series has been used quite extensively in some sec- 
tions and in addition specially prepared talks have been 
developed by state associations at the request of station 
management. The Missouri Bankers Association reports 
that its committee on education and public relations has 
given radio talks in weekly periods on a number of occasions, 
Oklahoma, New Jersey and California state associations 
have been actively contacting station managers for open 
time. In these and other states local stations have also co- 
operated in the publicity work of A.I.B. chapters. 

As a general impression from the mass of material sub- 
mitted in the radio study, bank broadcasting has not as yet 
adopted the commercial practices in radio merchandising, 
except in a few cases. Seldom are there merchandising tie- 
ups or a coordination with printed advertising. Most pro- 
grams serve as a secondary medium. 

The value of radio broadcasting as a matter of cost versus 
result often leads to much controversial argument, but it 
usually resolves into this fact: in radio, modest cost plus 
intelligent and good advertising judgment make the simple 
fare compete successfully with the most elaborate produc- 
tions. The cornerstone of effective broadcasting, ideally 
suited to banking, is a broad human appeal. Programs that 
live up to an established radio technique and those that go 
beyond to pioneer new ideas, are those most likely to satisfy. 


VISUAL PUBLIC RELATIONS 


USE of films in banking has been extremely limited. Yet the 
motion picture medium has been definitely established, its 
usefulness unquestioned. Films, it seems, are proving to be 
the most timely method of getting liaison between industry 
and education. Reliable estimates indicate that $17,000,000 
was spent in 1937 on films by business houses, entirely 
separate from studio production costs. The universal public 
acceptance of sales and educational presentations in film 
form, suggest rather strikingly the unlimited possibilities 
which lie ahead for bank development. 

On authentic reports film activity in the banking field will 
show a marked increase in the near future, if as and when 
present plans materialize and films, now in production, are 
released. This information is gleaned from reports received 
from production houses and equipment manufacturers which 
have contributed to BANKING’s national film survey. The 
study, incidentally, covers case experiences of some 265 
banks, and will be carried in the Worps AND Music depart- 
ment in future issues. 

Among the state associations only three report film use 
and an additional one indicates interest in the medium which 
may take action soon. The Wisconsin Bankers Association 
reports a state-wide acceptance of the film “ Back of Banks 
and Business”, a production of the Federal Reserve Bank of 
Minneapolis loaned by special arrangement. Member banks 


BANKING 


ublic 
Fre- 
larly 
B.A, 
been 
ition 
has 
ions. 
tions 
open 
0 CO- 


sub- 
Ss yet 
sing, 
tie- 
pro- 


ersus 
ut it 

plus 
mple 
»duc- 
eally 

that 
at go 
tisfy. 


t the 
d, its 
to be 
ustry 
0,000 
tirely 
ublic 

film 
ilities 


d will 
when 
1, are 
eived 
vhich 
The 
» 265 
part- 


n use 
which 
ation 
3anks 
nk of 
yanks 


KING 


BANK PUBLIC RELATIONS AS 
PORTRAYED ON HIGHWAYS 


AND IN LOBBIES 


PERSONAL LOANS 


MRS: What we ought so do is save something every week. 
MR: Maybe chat Buy $1000 Plan would help us 
MRS: Well, it works for other people—and we can't 

lose anything by trying it 


Wells Fargo Bank & Union Trust Co, 


Market San Francisco Market at Grant Ave 


Mis should be 
Py YourBitls 


see the SPOKAN &E. STERN fod, for Loans ! 


November 1938 


cent : A » a — 
= FRIENDLY and STRONG | 
hree 4 ' DEPOSITS INSURED UP TO mocom’ 
| AMERICAN BANK 
OF DENVER Ag = 
ia 
| Complete Bankin Serv ice... avery at 34 CONVERTS 3 
Excepe for these bills, we might save some money. (62, 
> 
DALLAS NATIONAL BANK 
= ‘ 
87 


have shown this film to more than 100,000 persons through 
civic and social clubs, churches, schools and neighborhood 
theatre schedules. An instance which suggests the extent of 
audience appeal is reported by the work of Milwaukee 
Chapter, A.I.B. This group cooperating with the association 
organized a series of showings for five consecutive days and 
in that period reached a total audience of 11,183. Interest 
was developed to the point where a waiting list of groups 
have requested a return engagement. The Wisconsin Bank- 
ers Association is now filling a state-wide demand for an 
educational film of its own, to be released as this issue goes to 
press. 

The Oklahoma Bankers Association reports a favorable 
reception to its educational film depicting the ravages of soil 
erosion which has been routed throughout the state to mem- 
ber banks by the agricultural committee. The film drives 
home a vital story to farmers in the area and dramatically 
presents the basis of banking service in this emergency. 

The Nebraska Bankers Association, the third group to 
mention film use, distributes educational films on salesman- 
ship and other subjects as part of its loan library service to 
member banks. The idea is highly praised by all banks which 
have taken advantage of this unique service to date. 

While amateur films lack the finish, and consequently the 
effect, of skilled technical productions, they nevertheless 
demonstrate the camera qualities of banking in many re- 
spects and have a place in the banking field if only as a low 
cost beginning. ’ 

The first “customer relations” film strip was produced re- 
cently for the Continental Illinois Bank and Trust Com- 
pany. This film entitled ‘Sound Business” gives a pointed 
educational story on the proper use of the telephone, a 
medium of public and customer contact frequently abused. 
The bank reports it may consider a complete series of pro- 
ductions covering other pertinent subjects of employee 
training in the near future. This type of film has been used 
extensively in the industrial field as a medium of sales train- 
ing. 

The ready-made school market, which more than ever 
considers visual education as an indispensable part of the 
modern curriculum has not been covered, except incident- 
ally, by present bank productions. Analysis shows only two 
banks consistently promoting motion picture use in the 
schools, both in Philadelphia: the Beneficial Savings Fund 
Society and the Philadelphia Savings Fund Society. This 
effort ties in closely with the broad educational and school 
savings program conducted by both banks. 

While film adaptation to banking has been restricted by 
high production cost, and general unfamiliarity with the 
subject and methods pioneered by industry, there is evidence 
that the possibilities of film use have been considered more 
seriously in the past year than at any other time. Great 
strides are anticipated in the coming months for new bank- 
ing films. 


PUBLIC RELATIONS IN THE MAILBAG 


FILES have swelled to the bursting point with thousands of 
direct mail pieces and literature specimens of every descrip- 
tion contributed to BANKING’s advertising ‘“‘morgue” during 
the year. A wide variety of uses, impossible to catalog here, 
has been made of envelope stuffers, leaflets, booklets, broad- 
sides and brochures. New ideas in physical makeup have 
appeared particularly in the use of cut outs and trick folds, 
and witha] there is a definite trend toward simpler presenta- 
tions. The mode is more than ever pictorial, with copy brief 
and clear. 


High-spotting a view of the mailbag are these points: (1) 
evidence that more and better direct mail advertising is be. 
ing produced; (2) tendency to build “family” series with 
uniform typography, color and stock; (3) more effective tie. 
ups with other media, as for example, the increasing use of 
newsad reprints in folder form; (4) increasing use of simple 
charts and pictorial statistics, especially noted in trust book- 
lets; (5) advent of many new internal and external house. 
organs, with better formats and good editing; (6) coupon 
clipping on the increase with evidence that this form of 
merchandising is found effective; (7) anniversary brochures 
and other institutional pieces becoming less elaborate and 
ponderous, but still more interesting. 

Doubtless every bank in the country subscribes to printed 
advertising in one form or another. In addition to the widely 
circulated A.B.A. folders, the Nebraska, New Jersey, Kansas 
state associations have published special series for member 
use. Add to these the many excellent offerings of advertising 
agencies and syndicate houses and it will be noted that the 
bank direct mail volume is tremendous, indeed. 


ON THE HIGHWAYS AND BYWAYS 


MEDIA executives say that bank use of both indoor and 
outdoor poster advertising has increased steadily for the past 
few years. The medium of billboards, car cards and window 
displays are not uncommon to bank budgets in even the 
smallest communities. 

Painted highway bulletins and 24 sheet posters still, as a 
rule, feature institutional themes and name publicity but 
more frequently tie-ups are made with special merchandising 
programs. Banks in the larger cities from coast to coast have 
featured full showings on departmental services, particularly 
savings, loans and checking accounts. Judging by budget 
increases, this medium has apparently done a selling job. 
Some banks have sponsored safety campaigns and other 
community good-will builders such as community chest 
promotion, city anniversary, local fairs and other events. A 
point most notable is the more general use of modern style 
illustrations—those which blend readily to crisp, colorful 
eye-stopping sales messages. 

A few new “spectaculars” have graced the main arteries 
of larger cities featuring animated and illuminated bank 
messages. One especially ingenious device, reported by the 
Savings Bank of Utica, glorifies the ever-popular clock ap- 
peal with a neon pendulum which, as it swings back and 
forth, spells out the word “security”. Other unique displays 
have been designed around outdoor thermometer, animated 
pictures, use of flicker lights and neon. 

Car card advertising, step cousin to billboards, has also 
had its share of the bank budget. The medium has been used 
effectively to break an advertising message quickly, to round 
out programs, to tie in newspaper advertising and lobby dis- 
plays, and for continuous all-year messages. The perfection 
of silk screen process which cuts card production costs and 
permits the advertiser in most cities to buy locally and on 
short order, thus keeping the message timely and flexible, 
has helped attract wider bank use of the car medium. 

With all due respect to the advertising value of billboards, 
car cards and typical lobby posters, from the viewpoint of 
public relations it is more interesting to note the progressive 
development of educational displays and exhibits. Such 
popular community appeals as hobby shows, flower shows, 
photographic salons, exhibit of farm products, loca] indus 
trial products, historical materials and a long list of mothers 
have found much favor. Window dressing has also been 
given over to educational bank themes and dramatized tie 
ins with subjects of timely local interest. 
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..-A MARK OF INSURANCE SAVINGS 


When IRM fire-prevention engineers report that your property is 
eligible for one of IRM’s participating policies, it means that they have 
gone over your premises from basement to roof, and that fire hazards 
have been reduced to a minimum. 

By accepting only desirable risks, by improving others until they 
also reach this high standard, and by sound management, IRM keeps 
losses down, and thus reduces your insurance costs. Furthermore, 
IRM’s staff of fire-prevention engineers regularly reinspects properties 
to be sure that risks remain prime. 

On these basic principles rests the sound indemnity of IRM—prin- 
ciples which have enabled this group to return 25% of premiums to 
participating policyholders every year, and which have helped many 
businesses to avoid fire’s interruptions with accompanying loss of 
customers. 

May we send a representative to study your insurance needs? 


IMPROVED Risk MUTUALS 


60 John Street, New York 


A nation-wide organization of old estab- 
lished, standard reserve companies writ- 
ing the following types of insurance: 
Fire « Sprinkler Leakage « Use and 
Occupancy e« Tornado and Windstorm 
« Earthquake « Rents « Commissions 
and Profits + Riot and Civil Commotion 
Inland Marine 
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The Year’s 


By ALBERT 


The writer is a nationally known authority on business 
books and commentator on current events. 


other people are reading. “ Best sellers”’, especially in the 

field of fiction, play a large and important part in modern 
life. For just as there are fashions in the length of women’s 
skirts, or in the kind of hats they wear, so there are fashions 
in books. Never to have heard of Gone With The Wind, a 
couple of years ago, was to write oneself down as backward. 
One might as well never have heard of F. D. R. or of Shirley 
Temple. 

Fashions do not reach such extremes in non-fiction books, 
but even here the waves of popularity rise and fall. Each 
year we have books on business or allied subjects which at- 
tain a great vogue. 

To be completely oblivious to these books argues oneself 
indifferent to the public mind, and that is not a wholesome 
state of ignorance for the banker to be in. Yet no one can 
read them all and do anything else. 

The books in the accompanying list have had an impres- 
sive vogue during the past year. They are important for that 
reason if for no other; they show the wind’s direction. 

Several of them could hardly fail to be extremely distaste- 
ful to the readers of this magazine; they certainly have been 
to the writer of this summary. One of the most widely read 
would surely be actually repugnant to the subscribers of 
BANKING; in fact, a distinguished United States Senator has 
described it as “garbage’’. 

But we cannot dismiss books just because we do not like 
them. Perhaps we are wrong and the authors are right. 
Some have a distinctly leftist slant. Others are more or less 
conservative. Many run to 500 or 600 pages. Such enormous 
length necessarily limits their circle of readers. It is no task to 
read a clearly written 200-page book, but 600 pages consti- 
tute a real burden. Some authors seem never to have ac- 
quired the ability to condense. Nothing is left out. 

With this introduction let us get at these books. 


[’ is a very common trait these days to want to know what 


THE FOLKLORE OF CAPITALISM 
BY THURMAN W. ARNOLD 


THIS is a clever and, in places, penetrating and important 
book. It has many defects, but, taken by and large, it should 
probably rank first on any list of recent non-fiction. Yet even 
a careful reading fails to provide a quick answer to the 
natural question as to what is Mr. Arnold’s subject. 

In the main it is a cynical, at times even sneering, but 
mostly shrewd arraignment of American economic society, 
with special attention, of course, to the weaknesses of our 
corporate system. All writers nowadays must have at least 
one chapter on that theme. But let no one think that Mr. 
Arnold’s thrusts at big corporations are not keen. He refers 
to the fact that thousands of their employees are cooped up 
in expensive, inefficient Manhattan Island when efficiency 
requires that they be nearer the plant. This, he points out, is 
merely a form of inconsistent ceremony. 
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Book Crop 


W. ATWOOD 


Next to his tilt against the corporate structure, the main 
theme of the book is a defense of what is vaguely known as 
the New Deal. For the most part it is an excellent defense— 
vigorous, full of clever satire, making abstractions real. One 
does not wonder that this professor of law at Yale University 
was made a high official of the Department of Justice. 

In his way of thinking, practically everything the Govern- 
ment does is right and everything the business man does is 
wrong. With the greatest possible spirit and skill he attacks 
the idea that the budget should be balanced and tries to 
prove that heavy expenditures are the only proper course. 
He ridicules those of us who were afraid of the sit-down 
strikes in the Summer of 1937, and has only kind words to 
say for John L. Lewis. 

Even the most violent anti-New Dealer will have to ad- 
mire the satire he uses against his enemy. Conservatives, he 
points out with deadly effectiveness, have always liked Nor- 
man Thomas because they know he can never get anywhere, 
but they hate Franklin D. Roosevelt just because he has 
gotten somewhere. In the same way, he says, the most 
respectable Victorians enjoyed reading about illicit love in 
Tennyson’s poems, but even Tennyson himself would have 
moved out of the neighborhood if any of the couples de- 
scribed in his own poems had moved in. 

But his fire against the hateful adversary is not always as 
withering as this. For example, Mr. Arnold, evidently be- 
lieving that the best defense is a good offense, attacks in 
every way he can what he calls the abstraction of the “ think- 
ing man”, or what are sometimes described as “sensible” or 
“sound” people. Carried away by his own argument, he 
sneers at “the thinking man who chooses the reasoning of 
the Brookings Institution”’. It is certainly cheap writing to 
try thus to dispose of the calm, scientific studies of the 
Brookings Institution merely because they do not always see 
eye to eye with the New Deal. 

Everything that Mr. Arnold does not like he disposes of 
by linking it up with creeds, theology, mythology or folklore. 
Hence the title of the book. At times this is rather effective. 
For instance, he says the modern devil (among anti-New 
Dealers) is a myth known as a demagogue. Also he says that 
conservative Americans have regarded “government inter- 
ference” as a devil and the business man as a hero. But he 
rides this myth business too hard; one gets very tired of it 
after awhile, and it is no real substitute for logic. 

At times the author is so reckless in his statements that 
they might almost be described as false. The predominant 
figure in American mythology, he points out, used to be the 
business man, and then he adds that “the colleges and uni- 
versities were endowed to prove that the predominant 
divinity was supported by reason and scholarship.” Such an 
extreme and spiteful assertion not only defeats itself but dis- 
credits any claim to dispassionate quality that the book 
might otherwise have. 

Mr. Arnold has many passages on the Supreme Court, but 
they seem rather superficial, containing little except more 
New Deal spleen on the subject. But, as stated at the begin- 
ning of this summary, the book is not to be lightly set aside. 
Its keen thrusts at the conservative position bear close atten- 
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tion. He says that the respectable, able, well thought of and 
conservative elements are unable to take part in new types 
of social organization. Perhaps the statement is not true, but 
it is one which the elements referred to should consider with 
extreme care. 

At the very end of the book, Mr. Arnold deserves close 
attention. He says that President Roosevelt expresses for 
the majority of the public a distrust of old myths and a belief 
that the Government has a new réle to play. This personal- 
ity of the President, he says, dominates everything just be- 
cause there is not as yet a sufficiently definite philosophy 
expressing the feeling of the people. The personality will fade 
as the philosophy becomes more clearly etched and widely 
accepted. 

His last sentence is a very hot and effective shot at blind 
Constitution worshipers. “The greatest destroyer of ideals is 
he who believes in them so strongly that he cannot fit them 
to practical needs.” This last sentence contains what is 
valuable in the book, for conservatives to heed, be they 
bankers or what not. 


AMERICA’S SIXTY FAMILIES 
BY FERDINAND LUNDBERG 


THE theme of this lengthy book is that the United States 
“is owned and dominated today by a hierarchy of its sixty 
richest families, buttressed by no more than ninety families 
of lesser wealth.” Oswald Garrison Villard, for many years 
owner and editor of The Nation, and long recognized as one 
of the leading liberals, if not radicals, of the country, in a re- 
view of the book says that it is the “high water mark of 
bitter muckraking”’, that it contains nothing new and that it 
is so extreme that “the pity of all this is that it weakens not 
only the book before us, but the whole case for the equaliza- 
tion of wealth in this country. . . . Unfortunately this is 
not in the least an objective book.” 

Mr. Lundberg’s volume came in for a great amount of 
notoriety early this year when two of the President’s high 
officials gathered inspiration from it for bitter attacks upon 
business. In one case this had unfortunate results, if not for 
the book at least for one of the speakers, Secretary Ickes. 
For Senator Bailey, it will be recalled, read a passage from 
the work in which frequent bathing by the rich was sug- 
gested as possibly indicating “‘a sense of guilt’. The Senator 
then called pointed attention to the fact that the new In- 
terior Department Building, over which Mr. Ickes presides, 
is full of baths, with an especially luxurious one in Mr. 
Icke’s own suite. 

But despite this harmless horse-play, and even admitting 
Mr. Lundberg’s combative spirit in his lengthy replies to 
many criticisms in Editor and Publisher, Annalist and other 
publications, such a biased and prejudiced book does not 
seem to this observer to have any importance whatever, 
except as it indicates an attitude of mind which is so un- 
fortunately prevalent today. 

Mr. Lundberg simply warms up and repeats all the muck- 
raking and all the revelations of the past generation or two 
in regard to the evils of politics, monopoly, high finance 
and Wall Street, and tries to tie all this up with the very few 
rich families. As Mr. Villard points out, “everything they 
touch is suspect; their every association, even their phi- 
lanthropies, are to be condemned.” 

Mr. Lundberg devotes several long chapters to the news- 
papers and magazines, attempting to show how subservi- 
ently these publications are dominated by the very rich. 
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He seems to have a special peeve against Time and Fortune, 
but I suspect they are quite capable of taking care of them- 
selves. 

He says the Saturday Evening Post has always auto- 
matically jumped to the defense of the rich, but he gives 
only four instances, and one of these has no bearing upon the 
case. Considering the fact that the Saturday Evening Post 
was under the same editor and management for nearly 40 
years and brought out an issue every single week, three, or 
even four cases of articles in defense of the very rich in two 
thousand numbers, do not seem especially shocking. 

It is interesting to dig, here and there, into Mr. Lundberg’s 
statements of fact. On page 218 he says that President 
Coolidge in 1927 replaced Mr. Crissinger as Governor of the 
Federal Reserve Board with Roy A. Young, “a Louisiana 
business man’. According to Who’s Who, Mr. Young was 
born in Michigan, was educated there, went to work as a 
messenger in a Michigan bank, rose through various Michi- 
gan banks, became Governor of the Minneapolis Federal 
Reserve Bank, and then went to Washington. The error is of 
no importance except for its indicative quality. 

Or turn to his list of rich families which he says have no 
“reasonable claim to significant philanthropic inclination.” 
Among them he mentions the Metcalfs, presumably of 
Rhode Island. His description of this particular family will 
certainly come as a surprise to well informed residents of 
Rhode Island, who know of many millions of dollars which 
the Metcalfs have given away. 

But let us turn to more important matters. For instance, he 
disposes of Mr. Stimson, the distinguished former Secretary 
of State, by describing him as having two first cousins in the 
banking house of Bonbright & Co., “the public utility arm of 
J. P. Morgan & Co.” Evidently it is a crime to have cousins 
in a banking house! 

But the height of the preposterous, almost of the ludi- 
crous, is when the author says that “a further utility flavor 
was given the Administration by the appointment of Ray 
Lyman Wilbur as Secretary of the Interior,”’ because, for- 
sooth, Wilbur had been president of Leland Stanford Uni- 
versity, which owned a lot of utility securities. Sheer mis- 
interpretation, either conscious or unconscious could go no 
further than this. 

But we come to more serious matters when we note that 
on January 7, 1938, E. I. du Pont de Nemours & Co. filed its 
complaint in the United States District Court for the South- 
ern District of New York in a suit for alleged libel against 
Lundberg and his publishers. In the first six printings of 
the book, Mr. Lundberg told how, according to him, the 
du Ponts had allegedly defrauded the Government during 
the war. 

The suit, however, was not pressed, because in a very 
widely published retraction, both author and publisher ad- 
mitted they had been in error and withdrew the charges. 
How careful they were to make a complete recantation is in- 
dicated by the fact that a copy of the retraction was found 
this past Summer pasted in a copy of the book in a small 
public library in a little remote New England mill town far 
off the beaten track. Evidently the author and publisher 
took no chances on the du Ponts changing their mind and 
going ahead with the suit. 

Mr. Lundberg’s work contains much interesting data 
about the very rich, and could serve as a useful reference 
work, provided one maintains a continuous and never re- 
laxing vigilance and caution in its use. His methods of es- 
timating the fortunes of the very wealthy have been widely 


BANKING 


ti] 
or 
of 
As 
ha 
: st 
T 
a 
I 
hi 
So 
re 
fr 
a 
ne 
de 
he 
te 
hi 
0 
fe 
it 
fe 


challenged and spiritedly defended by him. In brief, he mul- 
tiplies the income taxes paid by the very wealthy by 20, 30 
or some such figure, to discover the amount of their wealth. 

Years ago Edward White, chief statistician of the Bureau 
of Internal Revenue, at a meeting of the American Statistical 
Association, derided this method of estimating wealth, and I 
had supposed that it had long ago been discarded by all real 
students of wealth and income. 


HISTORY OF THE BUSINESS MAN 
BY MIRIAM BEARD 


THIS book starts way back in ancient Ur of the Chaldees 
and brings the business man down to the present moment. 
It is quite free from prejudices and in a sense is an economic 
history of the world. The author feels that it is strange that 
so few histories of the business man have been written; one 
reason being that much of our historical science is drawn 
from Greece and Rome, which despised the business man, 
and from modern Germany before he became a factor there. 

She says further that the distinctive qualities of the busi- 
ness man, thrift, temperance, reticence, hard work and 
domesticity merely weary the average reader who wants 
heroes instead. Besides, the main body of business men are 
too timid, too busy and too rationalistic to cut capers. Nor 
have they committed enough really horrid crimes to put 
them in many books. 

One of the most interesting chapters concerns Holland, 
with its merchant aristocracy. There are excellent chapters 
on the industrial revolution in Scotland and England, and a 
clear description of how and why the North of Britain 
favored the Union cause in the Civil War and the southern 
English gentry, the Confederates. 

Another fascinating passage tells how many of the richest 
men in England, France, Russia and the United States have 
been of German origin. Astor and Rockefeller were the best 
known here; there were the Beits of South Africa, the Bar- 
ings of England, and Sir John Ellerman who left the largest 
fortune ever made in England, the Rothschilds in France, 
and the founder and master of modern Russian industry, the 
astonishing Ludwig Knoop. 

In conclusion Miss Beard says the real aristocracy in this 
country are the movie stars of Hollywood, and those of the 
radio. These serve the purpose, she says, of the dukes and 
duchesses of Europe, who divert themselves as well as the 
masses, thus fortunately distracting attention from the 
wealthy business men. An aristocracy of movie stars is best 
for purposes of business, she wisely says, because they can 
and do rise from the common people and have a very rapid 
turnover. It provides an excellent safety valve for the 
business classes. 

She concludes by saying that American business men need 
a creed of their own and cannot merely copy one from 
Europe. In other countries business men have found a solu- 
tion to social problems by joining the aristocracy, but that 
won’t work here, says Miss Beard But she fails to supply the 
missing creed. 


WHEN LABOR ORGANIZES 
BY ROBERT R. R. BROOKS 


THE title of this book is an accurate description of the con- 
tents. It contains much useful information, although nothing 
very new. One of the best chapters is the first, which de- 
scribes in a very human, personal sort of way just how a 
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labor organizer goes about his work. The book, while fair in 
some respects, is distinctly pro-union. It presents in minute 
detail all the more unpleasant sides of anti-unionism, ascrib- 
ing for the most part only selfish motives to the employer’s 
attitude. 

The deep, far-reaching question of whether the employer 
loses not only discipline but the efficiency necessary to keep 
up in the competitive game, if he gives in so completely to 
the union, receives very scant consideration. The analysis of 
the National Labor Relations Act is hardly satisfactory, the 
author assuming that the law will settle jurisdictional 
disputes. 

The last few pages are significant. The author admits that 
if practically all gainful workers join labor unions wages may 
be pushed up and prices held down to a point where all profit 
goes out of private industry. He is not the first observer to 
recognize that labor unions are a grand thing for a few 
million members but a terrifying social Frankenstein when 
everybody joins them. He holds, however, that there is no 
other way to “real democracy”, and sorrowfully, if incon- 
sistently, admits in the last few sentences that “perhaps 
democracy may not emerge lily white from such a labor move- 
ment’”’, and that what is likely to emerge is “one more form 
of despotism”’. - 


THE 168 DAYS 
BY JOSEPH ALSOP AND TURNER CATLEDGE 


THIS is a vivid day-by-day, almost minute-by-minute, 
account of President Roosevelt’s unsuccessful attempt to 
place six new judges upon the Supreme Court. It is fair, 
calm, free from wisecracks and gives internal evidence of 
being a careful, accurate piece of journalism. 

The one rather startling new fact brought out is that the 
President, early in his first administration, tried to get Chief 
Justice Hughes to “cooperate” with him in regard to legisla- 
tion, and was rebuffed. The authors insist again and again 
that the President never had any doubt until the very end 
that his court bill would go through. It is quite evident from 
reading the book that the authors had the advantage of 
much first hand information from Senators, Representatives 
and the like. 


MIDDLETOWN IN TRANSITION 
BY ROBERT S. AND HELEN M. LYNDE 


IT IS a great relief to turn from Lundberg’s or even from 
Arnold’s volume to this markedly fair, objective and dis- 
passionate piece of readable research. In 1925 these authors 
(husband and wife) made a detailed study of a typical mid- 
western city, which they called Middletown, and which is 
unquestionably Muncie, Indiana. Ten years later they 
studied the same city all over again, making some correc- 
tions of text as late as 1936. 

There are minutely detailed chapters on how people earn a 
living in Middletown, on employment, relief, marriage, di- 
vorce, birth rate, health, education, religion, the spending of 
money, local government, the press, and so on. The authors 
are rather severe on business men as a class, and give an im- 
pression of being a trifle sarcastic in regard to the extreme 
opposition to New Deal measures. But in the main they are 
amazingly fair; occasionally indulging in delicious bits of 
humor. 

They feel that the ruling classes in Middletown unduly 
oppose social change; they say there is less opportunity to 
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rise from the bottom in this industrial city than formerly; 
they find that such a city tends to have only usual personali- 
ties, usual jobs and usual recreations. Its cultural pattern is 
too rigid. 

Their chapter on the X family, the well known Ball family 
of glass jar and railroad fame, is a model of what an objective 
study of the very rich should be. If we could have a whole 
book on America’s wealthy families in this style instead of 
Lundberg’s, it would be a consummation devoutly to be 
wished for. 


THE PROMISES MEN LIVE BY 
BY HARRY SCHERMAN 


THE NATION has described this book as reactionary, but 
most of the statements in it cannot be successfully contro- 
verted. In reality this is nothing but another of many at- 
tempts to write a book on economics in general from a new 
viewpoint. To me it seems a rather bold attempt, and in the 
main successful. The central thought is by no means new but 
rarely, if ever, has it been so clearly and forcibly emphasized. 

Mr. Scherman’s thesis is that as a rule men are honest, and 
this fact alone has made our material civilization possible. 
The most salient fact about the modern world, he asserts, is 
that men carry out their promises. He develops his theme in 
great detail in respect to wages, money, banking, wealth and 
so on. One of his most interesting chapters concerns the sub- 
ject of mortgages. His book contains a strong and detailed 
defense of the gold standard. 

There are veins of pure gold of common sense running 
through the book. For instance, he vigorously defends the 
function of the middleman, saying that most of us are like 
spoiled little princes, clapping our hands and expecting 
somebody to bring us what we want without paying for it. 

Possibly Mr. Scherman rides his thesis too hard; he inter- 
prets everything in terms of the purely economic concept 
of the promise to pay, neglecting physical, environmental, 
social and political factors. Speaking broadly, however, his 
book is like a clear, refreshing breeze. He interprets life too 
exclusively in economic terms, but it is a clarifying, invigor- 
ating type of economics. 


BULWARK OF THE REPUBLIC 
A Biography of the Constitution 
BY BURTON J. HENDRICK 


A CLEAR, simple, skillfully written history of the Constitu- 
tion, largely from the biographical angle. Although intended 
for the layman, it is sufficiently thorough. The chapters, 
while brief and pointed, are meaty. Interest is held through- 
out, and the short but clearly etched portraits of key figures, 
such as Madison, Hamilton and James Wilson, and justices 
like Marshall, Harlan and Holmes are very helpful. 

The Constitution, says Mr. Hendrick, is more than a suc- 
cession of court decisions. It involves men and events; it is 
not only judicial interpretation, but biography and history. 
Jackson’s handling of Nullification, Webster’s reply to 
Hayne, Lee’s surrender to Grant, the failure to impeach 
Johnson—events like these have given the Constitution flesh 
and blood and a nervous system, to add to its dry bones. 
This explains what is an anomaly to Europeans, the con- 
centration in this country upon a written document of the 
devotion and loyalty which other nations give to dynasties. 

Mr. Hendrick does not bring his narrative down to the 
present time, except in an introduction, which is less effec- 
tive than the body of the book. 


THE LIFE OF ANDREW JACKSON 
BY MARQUIS JAMES 


THIS, the second volume of Mr. James’ work, is a warm, 
vivid, dramatic biography of one of the most colorful of 
American Presidents. A vast mass of varied material and 
thousands of minute details have been made readable. It is 
the kind of book which one should pick up every evening for 
a year to browse in for sheer pleasure. 

It is not a book from which a banker can easily gain a clear 
picture of early American financial and banking policies. 
Not but what the chapters on the Bank of the United States 
are well written. But the book is concerned almost entirely 
with personal details, and lacks general appraisals, summa- 
tions and evaluations, both in the historical and economic 
fields. 


Has Your Bank a Library? 


HERE are brief notices of some books recently published 
or soon to be published: 

Capitalism in Crisis. By James Harvey Rogers. (Yale 
University Press, $2.50). Professor Rogers presents some of 
the main reasons for “the present decline of capitalism as 
a method of distributing goods to most of the people most 
of the time.”” Current economic problems are discussed. 

The Causes of Economic Fluctuations. By Willford I. 
King. (Ronald Press, $3.50). The author gives the essential 
conclusions from a wide research of many concepts and 
analyses of booms and depressions. 

Financial Organization and the Economic System. By Har- 
old G. Moulton. (McGraw-Hill, $3.50). This text is built on 
the foundation of Dr. Moulton’s The Financial Organization 
of Society, published in 1921 and now rewritten. 

Slump and Recovery, 1929-1937. By H. V. Hodson. (Ox- 
ford University Press, $4.25). Subtitled “A Survey of World 
Economic Affairs”, this book follows the international 
economic curve from crest to crest. 

The Growth of Chicago Banks. By F. Cyril James. (Harper, 
2 vols., $8). The financial history of the Midwest is told 
as a human narrative showing the dependence of indus- 
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trial development upon the banking growth of Chicago. 
Currency Depreciation and Monetary Policy, 1929-1935. 


.By Milton Gilbert. (University of Pennsylvania Press, $2, 


December). The experiences of Australia, England, Sweden, 
and the United States are studied to show their effect on 
world economy. 

The Theory of Investment Value. By John Burr Williams. 
(Harvard University Press, $5). This book aims primarily 
at codifying investment value theory and making it into a 
department of economics. Case studies are given. 

Revenue Bonds. By John F. Fowler, Jr. (Harper, $3). The 
nature, uses and distribution of fully self-liquidating public 
loans are considered in this book for investment bankers and 
investors. 

The Legal Aspects of Money. By F. A. Mann. (Oxford 
University Press, December, probably $7). Money in general 
and problems connected with foreign money obligations are 
here considered. Many American cases are cited. 

Investment Salvage and Railroad Reorganization. By Harold 
Palmer. (Harper, $2). Explains possible consequences and 
benefits of recent Federal bankruptcy and reorganization 
laws to the owner of railroad securities. 
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Le lhe man who decides. what his bank 
SHALL BE: 


a you could read the minds of the men and 
women who hurry past your windows, what 
would you find? 

Some of the impressions of your bank would be 

flattering ...some would be unjust. Your bank’s future 

—and the future of our entire banking system—may 

depend in large degree on the composite banking views 

of the American public five and ten years from now. 

Every element that can be used constructively to 
make those views sound and friendly is in order. One 
of the most obvious opportunities to create good will 

—so obvious that many banks have overlooked it—is 

to use letterheads, checks, passbooks, and other sta- 

tionery, of appropriate character and quality. This is 
less a matter of price, than of experienced professional 
planning, good taste, and the type of lithography and en- 
graving which characterize the leaders in the industry. 

In other words, stationery is no mere commodity: 
it is a commodity transformed by a service into a 


tangible builder of public good will. 


This advertisement is sponsored in the interests 
of better relations between banks and public by 


THE INSTITUTE OF 
BANK STATIONERS 


120 WALL STREET, NEW YORK 
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Government Lending Agencies 


The following summary of the Government lending agencies, 
prepared by GEORGE E. ANDERSON, brings up to date a sim- 
ilar summary published by BANKING in March 1936. 


WO features characterize the development of the more 

than two score credit agencies of the Government of 

the United States during the past two years. One is the 
consolidation and rounding out of the permanent agencies 
into a complete system. The other is a tendency on the part 
of some of the more important emergency agencies to be- 
come permanent. The outstanding example of the first 
feature is the Farm Credit system; that of the second, the 
Farm Security Administration. Several of the important 
agencies have taken on new powers and have undertaken 
new responsibilities of a most vital sort. The new Maritime 
Commission is an example of this development. There has 
been a considerable shifting of functions, a merger of many 
emergency into permanent combinations, and a tendency 
to perpetuate emergency functions by shifting them to 
permanent agencies. There are a number of new agencies. 

The Farm Credit system, as of June 30, 1938, had total 
loans outstanding of $3,336,117,875. This total is slightly 
less than that at the end of 1936, as a result of a reduction 
in the amount of mortgage loans held by the Land banks. 
The chief development in the system as a whole has been 
the increase in short-term credit used by farmer borrowers. 
In the organization of the Administration the chief develop- 
ment has been a consolidation of the management of all its 
agencies by combining the directorates of all agencies in 
each district into the same personnel, which contains repre- 
sentatives of each agency and, particularly, representatives 
of the borrowers from each agency. 

Another example of consolidation is the Farm Security 
Administration. Inaugurated as an emergency agency, it has 
become permanent through the enactment of the Farm 
Tenancy Act. To this permanent establishment have been 
added such emergency functions as those of the Resettle- 
ment Administration, the Rehabilitation Administration, 
Subsistence Homesteads and the like. 

The establishment of the United States Maritime Com- 
mission as a permanent agency for dealing with subsidies 
for, grants and loans to, and the control of the nation’s 
merchant marine is generally considered the most construc- 
tive feature of developments in the Government credit line 
in recent years. It is a question whether the new United 
States Housing Authority is not also in the same class as a 
permanent institution, although presumably its operations 
are limited by its appropriations and security issuing power. 

Various obsolete agencies of the Government have in- 
volved credit operations. Loans by most of these concerns 
have been liquidated or written off. Among the agencies 
which have involved credit operations of some sort have 
been the United States Housing Corporation; the United 
States Spruce Production Corporation; and the United 
States Railroad Administration. Loans or other credit in 
all these agencies have been liquidated in one way or an- 
other. The Navy Department has credit outstanding totaling 
$4,707,806 on account of the sale of surplus war stores. 

The use of Government funds for private credit has come 
to stay. The only question about it is where the line will be 
drawn, both with respect to the extent of its use and in the 
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matter of further development. Some of the minor agencies 
in time may be discontinued but it is difficult to avoid the 
conclusion that so long as credit is needed by particular 
classes of the population or for special purposes the Govern- 
ment agencies will continue to function if, indeed, they do 
not continue to increase in the scope of their activities 
and in the amount of credit they put out. 

The lending agencies of the Government are listed in 
the following pages with a very brief factual review of their 
powers and activities and the amount of business they are 
doing. With a view of giving more definite and authoritative 
indication of their present and future operations, BANKING 
has obtained the cooperation of the heads of the principal 
agencies in statements which speak for themselves. In con- 
sidering all these statements and the data given, however, 
due allowance must be made for the fact that, in some of 
the minor agencies, constant changes are made in their 
methods, objectives and relations to other agencies as well 
as to the public at large. Many of them operate under or by 
authority of Executive orders and their work can be and 
often is quickly modified to meet new conditions or to at- 
tain new objectives. Government credit is not only perma- 
nent; it is also adaptive, fluid, and in some cases highly 
effective. 


CENTRAL BANK FOR COOPERATIVES 


ESTABLISHMENT. Organized and chartered by Governor of 
Farm Credit Administration, June 16, 1933. 

AutTHority. Farm Credit Act of 1933. 

Lire. This is a permanent institution. 

PHYSICAL ORGANIZATION. Maintains an office in Washing- 
ton, D. C. 

MANAGEMENT. The Cooperative Bank Commissioner of 
the Farm Credit Administration, appointed by the President, 
is chairman of a board of directors of seven; three members of 
the board are named by the Governor of the Farm Credit 
Administration from borrowers from the institution. See 
Management, Federal Land Banks. 

LENDING Functions. Discounts for district cooperative 
banks and supplements them in loans to farm cooperative 
associations; bank has taken over lending activities of Fed- 
eral Farm Board under Agricultural Marketing Act revolv- 
ing fund. Loans outstanding as of June 30, 1938, $24,603,620. 

Terms. Physical facility loans must be repaid before 20 
years; other loans are repaid at the end of the particular 
marketing seasons. 

Rates. Prevalent rates are 2, 3 and 4 per cent, depending 
upon the character of the loans; rates cannot exceed 6 per 
cent. 

Capita Funps. Initial capital of $50,000,000 subscribed 
by the Governor of the Farm Credit Administration from 
the Agricultural Marketing Act revolving fund. This may 
be augmented at any time by the Governor of the Farm 
Credit Administration. Additional capital is provided by the 
borrowing cooperative associations, which must pay 5 per 
cent of each loan into the bank as capital or into a guaranty 
fund where state laws prohibit them from owning stock. 

OrHER Funps. May issue debentures up to five times the 
paid-in capital and surplus; this license has not yet been 
utilized. The bank can and does rediscount most of its com- 
modity loans with the Intermediate Credit Banks. 
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COMMODITY CREDIT CORPORATION 


ESTABLISHMENT. Created under laws of Delaware, Octo- 
ber 17, 1933, under Executive Order of October 16, 1933. 

Autuority. Agricultural Adjustment Act of 1933 and 
subsequent amendments. 

Lire. Life is limited; corporation will function as Govern- 
ment agency to June 30, 1939, or such earlier date as Presi- 
dent may fix. 

PHYSICAL ORGANIZATION. Maintains an office in Wash- 
ington, D. C., and a statutory agent in Delaware, as required 
by law; operates through certain designated agencies of the 
Reconstruction Finance Corporation. 

MANAGEMENT. Operations are controlled by a board of 
ten directors including representatives of the Secretary of 
Agriculture, the Governor of the Farm Credit Administra- 
tion, the Administrator of the Agricultural Adjustment 
Administration, the manager of the Cotton Producers’ Pool, 
a representative of the R. F. C. and of other Government 
agencies. Active management is by an executive committee 
of three representing the R. F. C., the F. C. A. and the 
Department of Agriculture. 

LENDING Functions. Lends to producers of cotton, corn, 
wheat, wool, tobacco, fruits, gum turpentine, and gum rosin 
and other agricultural products designated by the President 
under a policy aimed to further the Agricultural Adjustment 
Administration production control. Can buy, sell and other- 
wise deal in any commodities. 

Terms. The loans are seasonal in character. Usually run 
6 months subject to renewal. 

Rates. The rate is 4 per cent on direct loans and 3 per cent 
plus 1 per cent discount on loans through banks and other 
agencies. Loans outstanding June 30, 1938, $241,134,842. 

Capitat Funps. Capital of $100,000,000 wholly owned by 
the United States. If audit at the end of March each year 
shows net worth less than $100,000,000 the Secretary of the 
Treasury shall subscribe additional capital to make good the 
deficit. If an excess of $100,000,000 is shown the excess is 
deposited in the Treasury. Impairment made good in June 
1938, $94,285,404. 

OrHER Funps. The Corporation is authorized to issue tax 
free obligations up to $500,000,000 at any one time guaran- 
teed as to principal and interest by the Government. Out- 
standing obligations as of June 30, 1938, $200,000,000. 
Outstanding loans, $238,714,019 on cotton, etc. 


DISASTER LOAN CORPORATION 

ESTABLISHMENT. Organized in February 1937 under spe- 
cific Act of Congress. 

Autuority. Act of Congress of February 17, 1937. 

Lire. Has succession until dissolved by Act of Congress. 

PHYSICAL ORGANIZATION. Operated as a division or bureau 
of the Reconstruction Finance Corporation. 

MANAGEMENT. Organized and managed as a private cor- 
poration by officers and employees of the R. F. C. 

LENDING Functions. Makes such loans as it may deter- 
mine to be necessary and appropriate to relieve distress from 
thé effects of floods or other catastrophes. 

Terms. Determined in each case by the Corporation. 

Rates. Determined in each case by the Corporation but 
usually follow rates charged by the R. F. C. 

Capita Funps. Capital of $20,000,000 authorized by 
Congress to be advanced by the R. F. C. Actual capital 
allotted, $10,000,000. The capital advanced was taken from 
the balance of an allotment of $50,000,000 which the R. F.C. 
was authorized to lend to sufferers from catastrophes in 1936. 
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OTHER Funps. The Corporation is authorized to use all its 
assets, including capital and net earnings, to carry out the 
purpose of its establishment. Loans outstanding as of June 
30, 1938, $5,837,513. 


DISTRICT BANKS FOR COOPERATIVES 


ESTABLISHMENT. Organized and chartered by Governor of 
Farm Credit Administration, June 16, 1933. 

Autuority. Farm Credit Act of 1933. 

Lire. These banks are permanent institutions. 

PHYSICAL ORGANIZATION. 12 banks are maintained in the 
12 Federal Land Bank District cities. 

MANAGEMENT. The banks are supervised by the Coopera- 
tive Bank Commissioner of the Farm Credit Administration, 
appointed by the President; their directors are also, and ex- 
officio, the directors of the Federal Land Banks, including 
one director elected from the borrowers from the Banks for 
Cooperatives. See Management, Federal Land Banks. 

LENDING Functions. Lends to national, regional and 
local farm cooperative associations; banks have taken over 
the lending functions of the Federal Farm Board under the 
Agricultural Marketing Act revolving fund; loans are oper- 
ating, commodity and physical facility. Loans outstanding 
as of June 30, 1938, $56,586,875. 

TERMs. Physical facility loans must be repaid before 20 
years; other loans are usually repaid at the end of the par- 
ticular marketing seasons. 

Rates. Prevalent rates are 2, 3 and 4 per cent for com- 
modity, operating and facility loans, respectively. In no case 
may they exceed 6 per cent. 

CapitaL Funps. Initial capital of $5,000,000 for each 
bank, subscribed and paid-in by the Governor of the Farm 
Credit Administration from the Agricultural Marketing Act 
revolving fund, later increased by $40,000,000 to a total of 
$96,000,000; additional capital is provided by the borrowing 
cooperative associations, which must subscribe 5 per cent of 
each loan as capital or pay it into a guaranty fund where 
state laws prohibit them from owning stock. Such capital on 
June 30, 1938, was $3,294,700. 

OTHER Funps. The banks may not issue debentures; capi- 
tal may be increased or decreased as needed by the Governor 
of the Farm Credit Administration. Need of current funds 
met by rediscounting with the Central Bank for Coopera- 
tives and the Intermediate Credit Banks. 


ELECTRIC HOME AND FARM AUTHORITY 


ESTABLISHMENT. District of Columbia corporation organ- 
ized August 16, 1935, to succeed a Delaware Corporation 
organized January 17, 1934, under Executive Order. 

AutuHorirty. National Industrial Recovery Act, Executive 
Order and subsequent legislation. 

Lire. Lending authority, first limited to March 31, 1935, 
now extended to June 30, 1939. 

PHYSICAL ORGANIZATION. Head office in Washington with 
branch offices in Los Angeles, Minneapolis, Atlanta and Chi- 
cago. Original business largely confined to the Tennessee 
Valley. 

MANAGEMENT. Self-supporting corporation managed by a 
board of 7 trustees, all officers or employees of the R. F. C. 
and all elected by the Government as owner of stock. 

LENDING Functions. Finances consumer purchases of 
electrical appliances, plumbing equipment, household ap- 
pliances and limited list of dairy and agricultural equip- 
ment by purchasing consumer paper from dealers, largely 
through utility companies which for the most part make 
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collections. Loans outstanding, June 30, 1938, $6,754,530. 

Terms. Financing runs from three months to four years 
depending upon the amount involved and the nature of the 
appliances purchased. 

Rates. Interest added to principal and all amortized on a 
monthly basis according to an established schedule based 
upon approximately 7 per cent per year. 

CapiTaL Funps. Original capital of $1,000,000 allotted by 
the P. W. A. under the original P. W. A. appropriation 
Act. $850,000 paid in. 

OrHER Funps. Corporation borrows from local banks for 
working funds. It also has a commitment from the R. F. C. 
for any additional funds needed and not available through 
normal channels. 


EMERGENCY CROP AND FEED LOAN OFFICE 


ESTABLISHMENT. Secretary of Agriculture commenced 
making loans in 1921. Operations taken over by the Farm 
Credit Administration in 1933. 

AutHority. Farm Credit Act of 1933 and subsequent 
legislation. 

Lire. Depends upon annual appropriations. 

PHYSICAL ORGANIZATION. Maintained as a division of the 
Farm Credit Administration and operates through district 
offices of the latter. Has 11 regional offices. 

MANAGEMENT. Controlled by a Director of Division ap- 
pointed by the Governor of the F.C.A. 

LENDING Functions. Makes loans to farmers for crop and 
feeding purposes where such credit cannot be had through 
the ordinary agencies of the Administration. Loans also 
made to sufferers from droughts from a special fund appro- 
priated for the purpose. 

Terms. Loans in theory are made for the current crop or 
feeding season, but from the nature of the loans and the 
credit standing of the borrowers most loans are carried over 
from season to season. Loans secured by lien on crops. 
Drought loans are unsecured. 

Rates. Until the current year loans carried 5% per cent 
interest. Loans now made at 5 per cent. 

CapiTaL Funps. None. 

OrHER Funps. Loans from 1921 to 1935, inclusive, were 
made from annual appropriations for the Department of 
Agriculture, part of the time through allocations from the 
R.F.C. Since 1936 loans have been made from allocations by 
the President from relief funds. Aggregate loans up to June 
30, 1938, over $350,000,000. Amount outstanding on that 
date, $128,544,554. Drought relief loans inaugurated in 1934 
by allotment of $96,785,000 from blanket drought relief 
appropriation of $525,000,000. Total loans made, $72,008,- 
540. Amount outstanding June 30, 1938, $55,987,329. 


EXPORT-IMPORT BANK OF WASHINGTON 


ESTABLISHMENT. Incorporation papers filed in District 
of Columbia, February 12, 1934, in accordance with Execu- 
tive Order of February 2, 1934. 

Autuority. National Industrial Recovery Act of 1933 
and subsequent legislation. 

Lire. Life is limited; institution will function as govern- 
ment agency to June 30, 1939, or such earlier date as Presi- 
dent may fix. 

PHysICAL ORGANIZATION. Maintains an office in Washing- 
ton, D. C., with a staff of 30 employees; reviewing appraisers 
are maintained in 12 Federal Land Bank Districts. 

MANAGEMENT. Operations are controlled by a board of 11 
trustees including the Secretary of Commerce and represent- 
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atives of the State, Treasury and Agriculture Departments, 
the R.F.C. and other Government agencies. 

LENDING Functions. Performs a general banking busi- 
ness; purchases, sells, negotiates and discounts mostly with 
recourse to promote foreign trade. Originally planned to 
serve trade with Russia, but activities subsequently were 
extended to include trade with all countries. Loans out- 
standing August 1, 1938, $18,526,202. Commitments out- 
standing, $163,601,087. 

Terms. Loans vary from less than 180 days up to five 
years. 

Rates. The bank stipulates reasonable charges and rates 
of interest. 

Capita Funps. Capital stock, $21,000,000 owned by the 
United States plus $571,397 earned surplus and undivided 
profits. Approximately $5,000,000 of capital has not been 
called for to date. 

OTHER Funps. Can borrow to meet needs with the ap- 
proval of the Secretary of the Treasury. 


FARM CREDIT ADMINISTRATION 


ESTABLISHMENT. Created by Executive Order, March 27, 
1933. 

Autuority. Federal Farm Loan Act of 1916, Farm Credit 
Act of 1933, and other acts amendatory and supplementary 
thereto. 

Lire. This is a permanent organization. 

PHYSICAL ORGANIZATION. Maintains head office in Wash- 
ington, D. C., and district offices in 12 cities; in each is a Fed- 
eral Land Bank, a Federal Intermediate Credit Bank, a 
District Bank for Cooperatives, a Production Credit Cor- 
poration and a crop loan office. 

MANAGEMENT. The principal officers are the Governor and 
two Deputy Governors; the Land Bank Commissioner in 
charge of the Land Banks and Land Bank Commissioner 
loans; the Cooperative Bank Commissioner in charge of the 
cooperative banks; the Intermediate Credit Commissioner 
in charge of the Intermediate Credit Banks; and the Produc- 
tion Credit Commissioner in charge of the Production Credit 
Corporations and Associations and crop and feed loans. All 
these officers are appointed by the President. There is also 
a director of the Credit Union Section appointed by the 
Governor of the Administration. 

LENDING Functions. While coordinating credit facilities 
for agriculture, the administration, through the Production 
Credit Commissioner, acting through district crop loan 
offices, makes loans direct to farmers for emergency crop 
and feed purposes. It also handles collections and other 
matters relating to all such loans. As of June 30, 1938, emer- 
gency crop and drought relief loans were outstanding in the 
amount of $184,531,883. 

Terms. The crop and feed loan matures normally within 
12 months. 

Rates. Rates on drought relief and crop and feed loans are 
5% per cent. 

CapitaL Funps. None. Funds derived from specific ap- 
propriations by Congress. 

OTHER Funps. Crop loan repayments are expected to ex- 
ceed expenditures during the current fiscal year. 


FARM SECURITY ADMINISTRATION 


ESTABLISHMENT. Commenced operations in the summer of 
1937 under Executive Order combining various farm relief 
and rehabilitation agencies. 
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Lire. Permanent organization. 

PHYSICAL ORGANIZATION. Operated as a Bureau of the 
Department of Agriculture, Washington. 

MANAGEMENT. Controlled by the Secretary of Agriculture 
through an Administrator appointed by the President. Farm 
Tenancy Act operated through a corporation known as the 
Farmers’ Home Corporation. Agency has taken over activi- 
ties and unexpended funds of the Rural Rehabilitation 
Administration, Subsistence Homesteads, and the like. 

LENDING Functions. Makes loans to farm tenants, farm 
laborers, share croppers and other non-owner farmers for the 
purchase of farms; also rehabilitation loans for the purchase 
of live stock, farm equipment, supplies, other farm needs and 
to refinance debts. 

Terms. Rehabilitation loans run for five years. Farm pur- 
chase loans may have maturities up to 40 years. 

Rates. Three per cent interest with amortization on long 
term farm purchase loans; five per cent on rehabilitation 
loans. 

CapitaL Funps. Original appropriation by Congress for 
farm tenancy, $10,000,000 for the year ending June 30, 1938; 
$25,000,000 for fiscal year 1939; and not to exceed $50,- 
000,000 annually thereafter. 

OTHER Funps. Funds allocated for rural rehabilitation 
and the like aggregate $556,883,719 of which approximately 
$115,000,000 became available for the new agency. To this 
year’s regular appropriation Congress added $175,000,000 
in the relief Act. 


FEDERAL CREDIT UNIONS 
ESTABLISHMENT. The first credit union was chartered by 
the Farm Credit Administration on October 1, 1934. 
Autuority. Federal Credit Unions Act of 1934. 


Lire. Permanent organizations. 

PHYSICAL ORGANIZATION. Cooperative thrift and loan 
associations whose members must have some common bond 
such as employment or occupation; 2,886 unions as of March 
31, 1938. 

MANAGEMENT. Management of each credit union is en- 
trusted to a directors’ board of not less than five, a credit 
committee of not less than three, and a supervisory com- 
mittee of three members; entire credit union system is super- 
vised by the Director of the Federal Credit Union Section of 
the Farm Credit Administration and by the Comptroller of 
the Currency. 

LENDING Functions. Members are granted loans in 
connection with thrift programs; unsecured loans may not 
exceed $50, and no loans may exceed $200 or 10 per cent of 
unimpaired capital and surplus, whichever is greater. Loans 
outstanding as of March 31, 1938, $15,729,000. 

Terms. Loans are made for not longer than two years. 

Rates. Each credit union determines its own rates, but 
charges may not exceed 1 per cent per month on unpaid 
balances. 

CapitaL Funps. Members of the credit unions each 
purchase at least $5 worth of share capital and pay a small 
entrance fee. Share capital as of March 31, 1938, $18,340,000. 

OTHER Funps. Funds are further obtained by loans from 
the Reconstruction Finance Corporation or from private 
lending institutions. 


FEDERAL DEPOSIT INSURANCE CORPORATION 


ESTABLISHMENT. Temporary, January 1, 1934. Permanent, 
August 23, 1935. 
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Autuority. Act of June 16, 1933, and subsequent resoly. 
tions and Banking Act of 1935. 

Lire. Permanent. 

PHYSICAL ORGANIZATION. Head office in Washington 
operating an insurance business covering deposits in 13,78) 
of the 15,286 licensed commercial and mutual savings banks 
in the United States as of June 30, 1938. District offices in 
Boston, New York, Columbus, Richmond, Atlanta, §, 
Louis, Chicago, Madison, St. Paul, Kansas City, Dallas and 
San Francisco. 

MANAGEMENT. Managed by a board of three director 
appointed by the President, of whom the Comptroller of the 
Currency is one. President designates one director as chair. 
man. 

LENDING Functions. Can make advances on or purchase 
the assets of banks to facilitate mergers, or otherwise reduce 
its insurance risks, in an indefinite amount limited only 
by its resources. Outstanding loans, June 30, 1938, were 
$25,504,078. 

Terms. At the corporation’s discretion. 

Rates. At the corporation’s discretion. 

Capita Funps. $150,000,000 subscribed by the United 
States Government and $139,299,556 subscribed by the 
Federal Reserve banks as required by law. Surplus and re- 
serves as of June 30, 1938, $129,017,434. 

OtHeR Funps. The corporation can issue notes, deben- 
tures, bonds or the like up to three times its capital. The 
premium assessment on its members in 1937 was roughly 
$38,800,000. 


FEDERAL EMERGENCY ADMINISTRATION 
OF PUBLIC WORKS 

ESTABLISHMENT. Created by specific statute, June 16, 
1933, amended in April 1935. 

AutnHority. National Industrial Recovery Act of 1933. 

Lire. Life is limited to the necessary operations of a re- 
volving loan fund and administration of grants to states and 
their subdivisions. 

PuysicaAL ORGANIZATION. Maintains a main office in 
Washington, D. C.; state and engineer-inspector offices are 
maintained throughout the United States and possessions; 
the departmental staff numbers about 9,000 in Washington 
and the field. 

MANAGEMENT. Original management was in the hands of 
an Administrator and a board of nine directors including the 
Attorney General, the Secretary of Agriculture, the Secre- 
tary of Commerce, the Secretary of Labor, the Director of 
the Budget, and the Secretary of the Interior; the latter is the 
chairman. Board still exists but has ceased to function, all 
management now being in the hands of the administrator. 

Lenpinc Functions. Makes loans to states, counties, 
municipalities and other public corporations and grants for 
such governmental and private projects as are aimed to in- 
crease employment. Total loans outstanding June 30, 1938, 
$29,301,310. 

TeRMs. The loans are long term in character. 

Rates. Rate of interest on all loans, 4 per cent. 

CapitaL Funps. None. 

OTHER Funps. Total funds appropriated for loans and 
grants approximately $2,785,000,000, including $985,000,000 
for current fiscal year. R.F.C. authorized to buy bonds taken 
by P.W.A. for public works from revolving fund not to ex- 
ceed $250,000,000 to be held at one time. Such bonds are 
now being sold to the public by R.F.C. for P.W.A. account. 
Amount of bonds so sold to June 30, 1938, $611,060,556. 
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FEDERAL FARM MORTGAGE CORPORATION 


ESTABLISHMENT. Created by statute, January 31, 1934. 

AutHoRITY. Federal Farm Mortgage Corporation Act of 
1934 and Emergency Farm Mortgage Act of 1933. 

Lire. Corporation will have succession until dissolved by 
act of Congress. 

PHYSICAL ORGANIZATION. Maintains an office in Washing- 
ton, D. C.; 12 farm loan registrars are maintained at the sev- 
eral Federal Land Banks. 

MANAGEMENT. Management is in the hands of a board 
of directors whose members include the Secretary of the 
Treasury, the Land Bank Commissioner, and the Governor 
of the Farm Credit Administration; the latter is the chair- 
man. 

LENDING Functions. Finances loans by the Federal 
Land Banks and the Land Bank Commissioner, particularly 
for the refinancing of farm indebtedness; purchases, or ex- 
changes own bonds for, bonds of the banks, and invest funds 
in mortgage loans of the Commissioner. Loans outstanding 
as of June 30, 1938, $786,068,168; Land Bank bonds held, 
$761,129,840; total assets (including real estate for sale 
valued at $34,247,985), $1,690,627,941. 

TerMS. Terms of commitments are relative to those of the 
Land Bank Commissioner and the Federal Land Banks. 

Rates. Rates and charges are those of the Land Bank 
Commissioner and the Federal Land Banks. 

CapitaL Funps. $200,000,000 capital subscribed by the 
Governor of the Farm Credit Administration on behalf of the 
United States from funds allocated by the Reconstruction 
Finance Corporation. 

Orner Funps. Corporation may have, with the approval 
of the Secretary of the Treasury, outstanding bonds of up to 
$2,000,000,000, which are fully guaranteed by the Govern- 
ment as to principal and interest. They are exempt from 
normal income and other taxes and eligible for 15-day bor- 
rowing from Federal Reserve banks. Bonds outstanding as of 
June 30, 1938, $1,409,759,900. 


FEDERAL HOME LOAN BANKS 


ESTABLISHMENT. Created under specific statute, July 22, 
1932, as a reserve credit system for private thrift and home- 
financing institutions. Administered by the Federal Home 
Loan Bank Board, composed of five members, all appointed 
by the President, with the consent of the Senate. 

AutHority. Federal Home Loan Bank Act of 1932 and 
acts amendatory and supplementary thereto. 

Lire. They are designed as a permanent supplement to 
the nation’s home loan institutions; advances to member 
institutions outstanding July 1, 1938 exceeded $196,000,000. 

PHysICAL ORGANIZATION. There are 12 banks, each located 
in a designated city and district serving all member institu- 
tions in regions embracing from 2 to 8 states; member insti- 
tutions number 3,953; of which 2,026 are Federal Savings and 
Loan Associations. There are 313 employees of on Board in 
Washington. 

MANAGEMENT. Each bank has a board of 12 pany of 
whom eight are elected by the member institutions and four 
are appointed by the Federal Home Loan Bank Board; the 
System is directly administered by a Governor appointed by 
the Board. 

Lenpinc Functions. Lend to their member savings, 
building and loan associations, cooperative banks, home- 
stead associations, savings banks and insurance companies 
through advances (1) up to ten years on eligible home mort- 
gage collateral or on obligations of, or guaranteed by, the 


November 1938 


U. S., and (2) on advances up to one year on an unsecured 
basis. 

TeRMS. Maximum maturity in 10 years under present 
Board regulations. 

Rates. Within ranges established by the Federal Home 
Loan Bank Board. Present minimum rate, 3 per cent. 

CapiTaL Funps. The Secretary of the Treasury has sub- 
scribed and paid for $124,741,000 of the capital stock of the 
12 banks. Member institutions must subscribe to capital 
stock in an amount of at least 1 per cent of the aggregate un- 
paid principal of their home mortgage loans but not less than 
$500. Member capital as of June 30, 1938, $36,771,205. Ten 
of the banks are paying dividends. 

OtHeER Founps. The banks are securing additional funds 
through member deposits and the sale of consolidated Fed- 
eral Home Loan Bank debentures. Home Owners’ Loan 
Corporation is authorized to invest in these debentures from 
the remainder of a $300,000,000 fund placed at its disposal in 
1935. 


FEDERAL HOUSING ADMINISTRATION 


ESTABLISHMENT. Created by specific statute, June 27, 1934. 

AutHority. National Housing Acts of 1934 and 1938 with 
amendments thereto. 

Lire. Permanent institution. Modernization and repair 
loans must be made before July 1, 1939, to be insured. 

PHYSICAL ORGANIZATION. Maintains a main office in 
Washington and 3 territorial, 15 district and 48 state offices 
in the field with special offices in 59 cities. Deals with the 
public through approximately 12,250 lending institutions. 

MANAGEMENT. Controlled by an Administrator appointed 
by the President through two deputy administrators and an 
executive Board. One deputy administrator is in charge of 
modernization and repair loan insurance. The other is in 
direct charge of the Mutual Mortgage Insurance system with 
supervision of the National Mortgage Associations. 

LENDING FunNcTIONS. Insures mortgages on urban homes 
up to 90 per cent of their cost when the latter does not ex- 
ceed $6,000 and up to 80 per cent on cost above $6,000 up to 
$20,000; also upon low cost rural housing for a limited period; 
also refinances existing mortgages through approved lending 
institutions; insures banks, building and loan associations 
and others up to 10 per cent of their total advances for home 
modernization and repair. Has no power to make mortgage 
loans but can buy or lend upon modernization loans up to 
full face value to relieve original lending institution. No out- 
standing advances of this sort now reported. 

TERMS. Modernization and repair loans may run for 5 
years. Insured mortgages must have maturities not to ex- 
ceed twenty years or in exceptional cases 25 years with amor- 
tization acceptable to the administrator. 

Rates. On insured mortgages cannot exceed 5 per cent 
except in special cases approved by the administrator when 
the rate may be 6 per cent, in each case plus % per cent in- 
surance premium on unpaid balances. On modernization and 
repair loans the rate is 5 per cent discount per year plus %4 
per cent insurance premium and % per cent service fee. 

Capita Funps. Non-stock proprietary interest as of June 
30, 1938, $34,565,072. 

OrnHER Funps. The Reconstruction Finance Corporation 
advances necessary funds but the total liabilities of the Ad- 
ministration may at no time exceed $200,000,000. Ten mil- 
lion dollars has been advanced for the Mutual Mortgage 
Insurance Fund by the R. F. C. and $51,521,074 for other 
purposes up to June 30, 1938. 
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FEDERAL INTERMEDIATE CREDIT BANKS 

ESTABLISHMENT. Created under specific statute, March 
4, 1923. 

AutHority. Agricultural Credits Act of 1923. 

Lire. Permanent institutions. 

PHYSICAL ORGANIZATION. There are 12 banks, each located 
in a Federal Land Bank District. 

MANAGEMENT. The directors of the banks are also, and 
ex-officio, the directors of the Federal Land Banks and other 
Farm Credit Administration units; see Management, Fed- 
eral Land Banks. The intermediate credit bank system is 
supervised by the Intermediate Credit Commissioner of the 
Farm Credit Administration, named by the President. 

LENDING Functions. Lends to cooperative marketing and 
purchasing associations and discounts for local financing 
institutions engaged in making loans to farmers; makes no 
loans to individuals. Original lenders cannot charge borrow- 
ers more than 3 per cent above the bank’s discount rate ex- 
cept by authority of the Governor of the F.C.A. Outstand- 
ing credit as of June 30, 1938, $250,900,951. 

TERMS. Loans usually extend from 3 months to one year; 
3 years is the maximum. 

RartEs. Rates of discount may not exceed 1 per cent of the 
last preceding debenture issue rate. The rate for some time 
has been 2 per cent. Banks are now borrowing money at one 
per cent. 

CapitaL Funps. $60,000,000 combined initial capital 
subscribed by the Secretary of the Treasury. The Govern- 
ment has also provided a revolving fund of $40,000,000 for 
additional capital as needed, which has been drawn upon 
fully, $10,000,000 in capital and $30,000,000 in paid-in sur- 
plus. This can be returned to the Treasury when not needed. 
Earned surplus and undivided profits, June 30, 1938, 
$12,528,179. 

OTHER Funps. The banks may issue, singly or jointly, 
collateral trust debentures up to 10 times their paid-in capi- 
tal and surplus to the investing public. These debentures are 
free of income tax and when their maturity does not exceed 
6 months they can be sold to the Federal Reserve banks or 
made the basis of 15-day borrowing. Consolidated deben- 
tures outstanding June 30, 1938, $218,050,000. 


FEDERAL LAND BANKS 

ESTABLISHMENT. Organized in March and April, 1917, un- 
der specific statute. 

AutHority. Federal Farm Loan Act of 1916, Emergency 
Farm Mortgage Act of 1933, and other acts amendatory and 
supplementary thereto. 

Lire. Permanent institutions. 

PHYSICAL ORGANIZATION. There are 12 land bank dis- 
tricts; in each is located a Federal Land Bank operating in 
connection with National Farm Loan Associations and a 
system of intermediate and short term credit agencies. 

MANAGEMENT. Each bank has a board of seven directors 
comprising what is known as a Farm Credit Board and is 
the same for all units of the Farm Credit system. Three of 
the directors are appointed by the Governor of the Farm 
Credit Administration, three chosen by borrowers or bor- 
rowers’ associations, and the seventh is appointed by the 
Governor of the F. C. A. from the three persons receiving the 
greatest number of votes in nominations made by the na- 
tional farm loan associations of the district. The banks as a 
group are under the supervision of the Land Bank Com- 
missioner of the F.C.A. appointed by the President. 

LENDING Functions. Lend through National Farm Loan 
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Associations or directly with first mortgages on farms as y 
curity. The Banks may also buy mortgages held by the Joi 
Stock Land Banks now in liquidation. Loans outstanding q 
of June 30, 1938, $2,017,695,927. 

TERMS. Minimum term for repayment, five years; may. 
mum, 40 years. 

Rates. Emergency rates on loans through National Fam 
Loan Associations are 34% per cent to July 1, 1940; 4 pe 
cent thereafter to July 1, 1941; thereafter the rate is accord. 
ing to original contract but rates on new loans may no 
exceed rate at which bonds are sold by more than 1 per cen; 
and in no case above 6 per cent. Rates on direct loans are } 
per cent higher than on those placed through the National 
Farm Loan Associations. 

CapitaL Funps. Original capital for each bank was 
$750,000 or a total of $9,000,000 subscribed by the Secretar 
of the Treasury. This was later augmented by an additional 
$125,000,000 distributed among the banks according to thei: 
proportional needs. Theoretically the Government’s shar 
capital is to be retired through subscriptions by borrowing 
associations and when retired it will become a revolving fund 
subject to future demand as needed. The Government als 
has subscribed $175,000,000 as paid up surplus for the banks 
subject to similar distribution and future use. Government 
capital as of June 30, 1938, $124,801,520; total capital, $238 
471,507; paid-in surplus as of June 30, 1938, $168,942,159. 

OTHER Funps. The Banks may issue Federal Farm Loan 
bonds singly or jointly up to 20 times their capital and sur- 
plus. These bonds are absorbed by the Federal Farm Mort- 
gage Corporation, the investing public and various Goven- 
ment agencies. Outstanding bonds as of June 30, 1938 
$1,890,372,837. 


FEDERAL PRISON INDUSTRIES, INC. 


ESTABLISHMENT. Operations began on January 1, 1935, in 
accordance with Executive Order of December 11, 1934. 

Autuority. Acts of Congress of May 27, 1930, and June 
23, 1934. 

Lire. This is a permanent institution. 

PHysICAL ORGANIZATION. Maintains a main office with the 
Department of Justice in Washington, D. C.; other offices are 
maintained at the several penal institutions throughout the 
United States. 

MANAGEMENT. The management is in the hands of five 
directors, all appointed by the President; these director 
represent industry, labor, retailers and consumers, agricul- 
ture and the Attorney General. All operations under the con- 
trol of a Commissioner of Prison Industries appointed by the 
President. 

LENDING Functions. Finances and operates prison in- 
dustries; output includes baskets, bags, mattresses, shirts, 
shoes, brooms, and brushes, filing cabinets and foundry 
products. No loans outstanding on June 30, 1938. 

Terms. Commitments are generally short term in char- 
acter. 

Rates. There are no statutory limitations as to rates oF 
charges; these are variously fixed at the discretion of the 
officers. 

CapitaL Funps. Approximately $900,000 originally ap- 
propriated by Congress and taken over from previous 
prison industrial activities. 

Oruer Funps. Funds are obtained from the sale o 
products to various governmental departments. Annual 
turn-over averages about $3,000,000. Net annual profit on 
operations approximately $240,000. 
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FEDERAL RESERVE BANKS 


ESTABLISHMENT. Loans-to-industry regulations adopted 
by Federal Reserve Board June 26, 1934, according to 
amendatory act of June 19, 1934. 

AuTHorITy. Federal Reserve Act of 1913 and amendatory 
acts of Congress thereto. 

Lire, The loans to industry are intended as a permanent 
feature of the Federal Reserve System, but the Board may 
revoke this lending authority. 

PHYSICAL ORGANIZATION. There are 12 Federal Reserve 
District cities; in each is located a Federal Reserve Bank; 
maintained also are 25 branch banks and two agencies, one of 
which is located in Havana; the Federal Reserve Board is 
located at Washington, D. C. 

MANAGEMENT. Reserve Banks are supervised and partly 
controlled by a Board of Governors of seven appointed by 
the President, one of whom is designated as chairman. Each 
bank is managed by a president and a board of nine directors. 
In the matter of direct loans to commerce and industry each 
bank has an industrial advisory committee to pass upon all 
applications for such loans. 

LENDING Functions. Exercise usual central bank re- 
discount functions. Also grant direct intermediate credit 
loans with or without member bank participation to indus- 
trial or commercial organizations as well as to financial in- 
stitutions to furnish working capital to established industries 
or businesses. Also under “unusual and exigent circum- 
stances” by special action of the Board of Governors during 
such period as the Board may determine may grant loans to 
individuals, partnerships or corporations similar to those to 
member banks in the same circumstances. Outstanding 
working capital loans and commitments as of June 30, 1938, 
$30,245,000. 

Terms. Maturities on working capital loans may extend 
up to five years. All other loans are s>ort term. 

Rates. Interest and discount rates, while set by the banks, 
are subject to approval by the Federal Reserve Board; 
prevailing rates on working capital loans do not exceed 6 
per cent. Ordinary rediscount rates fixed by each bank at 
least as often as every 14 days. 

Capitat Funps. Member banks subscribe to the capital in 
the Reserve bank in their district in the amount of 6 per 
cent of their paid-up capital and surplus. Capital of the 
12 Reserve banks as of June 30, 1938, $133,570,000. 

OtHER Funps. To enable the banks to make working 
capital loans, the Federal Treasury is authorized to pay to 
the banks such sum as may be represented by the amount 
paid by the banks for stock of the F.D.I.C.; payment is pro- 
vided from receipts created by increment resulting from re- 
duction of the weight of the gold dollar. 


FEDERAL SAVINGS AND LOAN ASSOCIATIONS 


ESTABLISHMENT. Established as an improved form of 
private, local, mutual, thrift institution under Federal 
charter authorized by the Federal Home Loan Bank 
Board under specific statute enacted by Congress June 13, 
1933. 

AutHority. Home Owners’ Loan Act of 1933. 

Lire. Permanent institutions. 

PHYSICAL ORGANIZATION. There are 1,346 Federal asso- 
ciations, located in 45 states, the District of Columbia, 
Alaska and Hawaii. 

MANAGEMENT. While the management of the associations 
rests in local hands, they are supervised for the Federal 
Home Loan Bank Board by the office of the Governor of the 


November 1938 


Federal Home Loan Bank System and are subject to regula- 
tions and examinations prescribed by the Board. 

LENDING Functions. Provide local financing for homes on 
the long-term, direct-reduction, amortized plan, and provide 
local thrift facilities for savings. 

TERMS OF LOANS. Repayments are generally made in 
monthly instalments in from five to 20 years. 

Rates. Rates are required to be maintained on a “fair 
and reasonable basis.” 

CapITtAL Funps. From savings and investments of their 
individual members. In 1933, the U. S. Treasury was author- 
ized to invest up to $50,000,000 in Federal associations. This 
fund has been exhausted. Investment has also been made 
from a $300,000,000 H.O.L.C. fund authorized for investment 
in Federal associations and other member savings and loan 
associations of the Federal Home Loan Bank System and in 
obligations of the 12 Federal Home Loan Banks. H.O.L.C. 
investment as of June 30, 1938, $170,764,300. Total combined 
capital June 30, 1938, $983,567,000 of which approximately 
$765,000,000 was private. 

OtHER Funps. Additional funds are obtained by borrow- 
ing at the Federal Home Loan Banks. The safety of in- 
vestors’ funds in the associations is insured by the Federal 
Savings and Loan Insurance Corporation, up to $5,000 on 
each savings account. 


FEDERAL SAVINGS AND LOAN INSURANCE 
CORPORATION 


ESTABLISHMENT. Established under the Federal Home 
Loan Bank Board by specific statute enacted by Congress, 
June 27, 1934. 

Autnorirty. Title IV, National Housing Act of 1934. For 
the purpose of insuring against loss up to $5,000 the share 


accounts held by investors in insured institutions, which 
must be of the savings and loan type. 

Lire. Permanent institution. 

PHYSICAL ORGANIZATION. The corporation office is main- 
tained at Washington, D. C., under the Federal Home Loan 
Bank Board, whose members are trustees of the Corpora- 
tion. 

MANAGEMENT. Management of the corporation is under 
the direct supervision of a general manager appointed by the 
Federal Home Loan Bank Board. 

LENDING Functions. In order to prevent default in an 
insured institution or restore an insured institution in de- 
fault to normal operation, the corporation is authorized to 
make loans up to what the corporation finds necessary to 
avoid the cost of liquidating the institution, and, similarly, to 
purchase the assets of or make contributions to the institu- 
tion. 

Terms. Insured institutions required to pay annual pre- 
mium to the corporation until a reserve fund has been set up 
equal to 5 per cent of insured accounts. The corporation may 
also assess insured institutions additional premiums. 

Rates. On loans made by the corporation no rate is fixed 
—it would be subject to determination by the corporation. 

Capitat Funps. The corporation has capital stock of 
$100,000,000, subscribed for by the H.O.L.C. and in addition 
is setting up reserves through premiums paid by insured in- 
stitutions. Up to June 30, 1938, 2,014 institutions had be- 
come insured, representing total resources of more than 
$2,000,000,000 and having more than 1,900,000 shareholders. 
Reserves as of June 30, 1938, $14,077,882. 

OrHeR Funps. No other capital funds are provided, but 
the corporation has authority to borrow money and to issue 
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notes, bonds or debentures upon terms and conditions deter- 
mined by the trustees. 


HOME OWNERS’ LOAN CORPORATION 


ESTABLISHMENT. Created by specific statute which went 
into effect on June 13, 1933. 

AuTHoRITY. Home Owners’ Loan Act of 1933 and sub- 
sequent legislation. 

Lire. Lending operations ended June 12, 1936. Liquida- 
tion of loans and administration of subsidiary legislation to 
continue until the Corporation is dissolved by Act of Con- 
gress. 

PHYSICAL ORGANIZATION. Maintains a main office in 
Washington, a state headquarters in every state, 11 regional 
offices, 250 district and sub-district offices, and representa- 
tives in every county and important city in the United States, 
employing about 20,000 people at home and in the field. 

MANAGEMENT. Controlled by a Board of five directors 
composed of members of the Federal Home Loan Bank 
Board through a Chairman appointed by the President with 
usual subordinate officers. 

LENDING Functions. Has provided emergency relief re- 
financing for distressed home owners by exchanging its obli- 
gations for home mortgages in default; makes cash loans for 
repairs, improvements and certain other cases; finances 
Federal Savings and Loan Associations and the Federal 
Savings and Loan Insurance Corporation. At the end of its 
refinancing operations on June 12, 1936, the Corporation 
had made 1,018,390 loans in the gross amount of $3,092,- 
870,784 including approximately $75,000,000 loaned for 
repairs and reconditioning. 

Terms. Loans are amortized in 15 years with extensions of 
time in some cases. 

Rates. The interest rate on mortgage loans may not ex- 
ceed 5 per cent and that on cash loans 6 per cent. These 
maximum rates are now charged. 

CapiraL Funps. Capital subscribed by the Secretary of 
the Treasury, $200,000,000. Funds made available through 
the R. F.C. 

OrHerR Funps. Corporation authorized to issue bonds up 
to $4,750,000,000 fully guaranteed by the United States as 
to principal and interest. Bonds now issued bear a rate of 
2% per cent. Bonds outstanding as of June 30, 1938, $2,- 
937,993,700; loans outstanding, $2,265,153,189; foreclosed 
property for sale as of the same date, $516,206,401. 


HOUSING DIVISION, PUBLIC WORKS ADMINISTRATION 


ESTABLISHMENT. Created June 16, 1933, by the Federal 
Emergency Administration of Public Works. 

AutHorirty. National Industrial Recovery Act of 1933. 

Lire. Taken over by the United States Housing Authority 
under United States Housing Act of 1937. 

PHYSICAL ORGANIZATION. Maintained main office at 
Washington, D. C., and district and project offices in all 
cities where there are housing projects of the administration 
—at present 35. 

MANAGEMENT. The management was in the hands of the 
Public Works Administrator. 

LenpING Functions. Loans were originally made for 
limited dividend corporation housing projects; projects are 
entirely Government developments, of which usually 45 per 
cent of the cost constitutes an outright grant. 

TERMS. Maximum amortization is 60 years for the Federal 
projects and from 25 to 35 years for the limited dividend 
projects. 
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Rates. All loans carry 4 per cent interest. 

CapitaL Funps. None. 

OrHER Founps. Approximately $149,000,000 was allotted 
to the Division under the National Industrial Recovery Act 
and the Emergency Relief Appropriation Act. The United 
States Housing Authority received from this organization 57 
projects in various stages of completion valued at approxi. 
mately $123,000,000. 


INDIAN REHABILITATION LOAN OFFICE 


ESTABLISHMENT. Established by order of the President in 
connection with Relief Act of 1937. 

Autnoriry. Relief Act of 1937 and Executive Order estab- 
lishing the Resettlement Administration. 

Lire. Depends upon annual allotments except for liquida- 
tion of loans already made. 

PHYSICAL ORGANIZATION. Operated as a section of the 
Indian Bureau of the Department of the Interior through 
agencies dealing with the Indians. 

MANAGEMENT. Controlled by the Chief of the Indian 
Bureau under the general supervision of the Secretary of the 
Interior. 

LENDING Functions. Loans money to the Indians for 
general rehabilitation purposes in line with the general opera- 
tions of the Resettlement Administration. Total loans put 
out, approximately $2,250,000 of which $1,910,775 were 
outstanding as of June 30, 1938. 

Terms. Long and short credit in line with Resettlement 
Administration operations. 

Rates. No interest is charged on these loans. 

CAPITAL AND OTHER Founps. Allotments made from Relief 
funds in 1937 and 1938 to a total of $2,500,000. These allot- 
ments are operated as a revolving fund. 


INLAND WATERWAYS CORPORATION 


ESTABLISHMENT. Incorporated June 3, 1924; reorganized 
January 1, 1935. 

Autnority. Act of Congress, 1924, as amended, 1928. 

Lire. Corporation will continue functions until “business 
can be advantageously turned over to private capital.” 

PHYSICAL ORGANIZATION. Maintains main office at Wash- 
ington, D. C., a central office at New Orleans, and freight 
offices in 12 other cities. Average employees in 1937, approxi- 
mately 3,000. 

MANAGEMENT. The Secretary of War, as the incorporator 
and supervisor, names the chairman of the board. An army 
officer is chairman of a board which is composed of army 
officers and traffic experts. Operates Division of Upper 
Mississippi, Lower Mississippi and Warrior River. Federal 
Barge Lines and Warrior River Terminal Company are 
subsidiaries. 

Lenpinc Functions. Lends to municipalities to aid in 
terminal construction and promote water transportation. 
Operates water transport lines and water terminal facilities. 
Real property and equipment has a net value of approxi- 
mately $21,000,000. Outstanding loans, June 30, 1938, 
$178,633. 

Terms. There is no uniform length of time on the loans. 

Rates. Loans to municipalities are in some instances made 
without interest; otherwise a rate of from 4% to 5 per cent 


.is charged. 


Capitat Funps. Initial authorized capital stock was 
$5,000,000; this was subsequently raised to $15,000,000; 
actually $12,000,000 has been issued, all subscribed for and 
owned by the United States Government. Corporation has 
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accumulated reserves from previous operations of approxi- 
mately $12,000,000. 

OrHER Funps. Corporation may borrow for temporary 
purposes up to 25 per cent of value of assets; exercise of this 
authority is unlikely with cash reserve now at $3,500,000 and 
$3,000,000 still due on stock subscription. The corporation 
operates without appropriations from the Government, pay- 
ing its way with income from its operations. Net income in 
1935, $640,734 after allowing $596,011 for depreciation. 


LAND BANK COMMISSIONER 


ESTABLISHMENT. Created by statute, May 12, 1933. 

AuTHORITY. Emergency Farm Mortgage Act of 1933 and 
other acts amendatory and supplementary thereto. 

Lire. Commissioner may make loans up to February 1, 
1940. 

PHYSICAL ORGANIZATION. Maintains an office at Wash- 
ington, D. C.; the 12 Federal Land Banks act as agents for 
the Commissioner. 

MANAGEMENT. The Land Bank Commissioner, responsible 
to the Governor of Farm Credit Administration, is named by 
the President; the Commissioner is assisted by three deputy 
commissioners. 

LENDING Functions. Lends money directly to farmers to 
enable them to consolidate and refinance their indebtedness 
on first or second real estate and chattel mortgages up to 75 
per cent of the normal value of the property, but no more 
than $7,500 to any one borrower. Can also lend up to 
$100,000,000 to promote liquidation of Joint Stock Land 
Banks. All lending power expires Feb. 1, 1940. Commission- 
er’s loans outstanding as of June 30, 1938, $786,068,168. 

Terms. Maximum maturity on amortized mortgage loans 
is 43 years; otherwise the maturities extend up to 13 years. 

Rates. The normal rate is 5 per cent on all loans, but until 
July 22, 1940, the rate is 4 per cent. 

CapiraL Funps. None. 

OrHER Funps. The Reconstruction Finance Corporation 
can advance, as authorized, $200,000,000 in addition to $100,- 
000,000 for loans to Joint Stock Land Banks; funds are also 
made available by the Federal Farm Mortgage Corporation 
up to the exhaustion of the balance of the $2,000,000,000 of 
bonds of the Farm Mortgage Corporation fully guaranteed 
by the Government. As of June 30, 1938, the R.F.C. had 
actually advanced $145,000,000 for loans to farmers and 
$2,600,000 for loans to Joint Stock Land Banks. 


NATIONAL FARM LOAN ASSOCIATIONS 

ESTABLISHMENT. Organized July 17, 1916, under specific 
Statute. 

Autuority. Federal Farm Loan Act of 1916. 

Lire. Life of associations is unlimited. 

PHYSICAL ORGANIZATION. There are approximately 5,000 
National Farm Loan Associations. 

MANAGEMENT. Being cooperative enterprises, manage- 
ment of the associations rests in local hands; they are, how- 
ever, supervised and regulated by the Land Bank Com- 
missioner. See Management, Federal Land Banks. 

LENDING Functions. Associations act as a liaison between 
farmer borrowers and Federal Land Banks. Original borrower 
must subscribe 5 per cent of his loan in stock of association 
which endorses his mortgage note and subscribes to 5 per 
cent of loan in capital of the Land Bank. Latter advances 
money to borrower on his mortgage. Association is expected 
to collect payments of interest and principal for the Land 
Bank, to which it is responsible for the loan as endorser. 
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Terms. Loans placed through the associations draw % per 
cent less than those placed directly by Land Banks. 

Rates. See Federal Land Bank loans. 

Capital Funps. Individual borrowers subscribe to 5 per 
cent in stock of the amount of their loans secured through 
the associations. Total outstanding capital as of June 30, 
1938, $110,135,282. 

OrHER Funps. The associations charge limited fees for 
services in securing loans for their members. 


NATIONAL MORTGAGE ASSOCIATIONS 


ESTABLISHMENT. Authorized as part of the Federal Hous- 
ing program of 1934. 

AutHority. National Housing Acts of 1934 and 1938. 

Lire. Permanent institutions. Congress may order dis- 
solution and Federal Housing Administrator may revoke 
license for cause. 

PHYSICAL ORGANIZATION. Only one association established 
to date—that by the R.F.C. 

MANAGEMENT. Controlled by the usual Board of Directors 
and officers of a private corporation organized by not less 
than “five natural persons”. Control and supervision exer- 
cised by the Federal Housing Administrator. 

Lenpinc Functions. Makes direct mortgage loans on 
residential real estate and provides rediscount facilities for 
holders of standardized, insured residential real estate mort- 
gages. Mortgages held by the sole existing association as 
of August 1, 1938, $42,185,650 with $9,833,669 further 
commitments. 

Terms. Terms as stipulated in the individual mortgage 
contracts. 

Rates. Rates as stipulated in individual mortgage con- 
tracts but interest must not exceed 5 per cent to which may 
be added mortgage insurance charges and in some cases a 
service fee. 

CapiraL Funps. Each association must have paid in 
capital of at least $2,000,000 paid in cash, Government 
securities or approved mortgages. The existing association 
is capitalized at $11,000,000. The R.F.C. is authorized to 
purchase preferred stock in these associations. 

OrtHerR Fonps. Each association may issue securities 
which are free of taxes, except gift, inheritance and estate 
taxes and surtaxes, up to 20 times its capital stock outstand- 
ing but not in excess of its aggregate holdings of insured 
mortgages plus cash and Government securities held. The 
associations themselves are free of all taxation except for real 
estate they hold. 


PRODUCTION CREDIT ASSOCIATIONS 


ESTABLISHMENT. Created by statute June 16, 1933; they 
had béen organized to serve all parts of the country by the 
end of April 1934. 

AutHority. Farm Credit Act of 1933 and National 
Housing Act of 1934. 

Lire. Permanent organizations; loans for home altera- 
tions, repairs and improvements suspended January 1, 
1936. 

PHYSICAL ORGANIZATION. Chartered by the Governor of 
the Farm Credit Administration. All land bank districts 
covered by the 538 associations as of Dec. 31, 1935. 

MANAGEMENT. While privately organized, these associa- 
tions are supervised by the several Production Credit Cor- 
porations and are under the jurisdiction of the Production 
Credit Commissioner of the Farm Credit Administration, 
appointed by the President. Managed by farmer borrowers 
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under supervision of Production Credit Corporations and 
F.C.A. authorities. See Management, Federal Land Banks. 

LENDING Functions. Refinance farm indebtedness and 
lend to crop producers and for the breeding, raising and 
fattening of livestock; are assuming activities of Regional 
Agricultural Credit Corps. Loans outstanding as of June 30, 
1938, $183,168,616. 

Terms. Loans are usually from three months to one year; 
renewals may be made for a total of three years. 

Rates. Rates may not exceed 3 per cent above the Federal 
Intermediate Credit Banks’ discount rates; the prevalent 
rate is 5 per cent. 

CapitTaL Funps. Capital funds are provided in part by the 
Production Credit Corps. and in part by the borrowers who 
must subscribe 5 per cent of the amount of their loan as 
Class B capital. Class A capital is subscribed by the Produc- 
tion Credit Corporations. It averages about 85 per cent of 
the total capital which on June 30, 1938, amounted to $88,- 
426,600. Class A stock has no voting power. Individual 
association capital ranges from $75,000 to $2,000,000. 

OTHER Funps. Additional funds are obtained by discount 
with the Federal Intermediate Credit Banks. 


PRODUCTION CREDIT CORPORATIONS 


ESTABLISHMENT. Created by statute June 16, 1933. 

AuTHorIty. Farm Credit Act of 1933. 

Lire. Permanent organizations. 

PHYSICAL ORGANIZATION. There are 12 Production Credit 
Corporations, each located in a Federal Land Bank District 
city. 

MANAGEMENT. The directors of the corporations are also, 
and ex officio, the directors of the Federal Land Banks; the 
corporations are supervised by the Production Credit Com- 
missioner, who is appointed by the President. See Manage- 
ment, Federal Land Banks. 

LENDING FuncrTIONS. Assist in the organization of the Pro- 
duction Credit Associations by providing most of their 
capital. 

Terms. Return on advances is on an “if earned”’ basis, 
earnings to be applied to surplus and eventual retirement of 
stock held by the Governor of the F.C.A. 

Rates. Dividend on capital stock purchased from the asso- 
ciations is limited to 7 per cent. 

CapitaL Funps. Combined paid-in capital stock, $120,- 
000,000 as of June 30, 1938, is all held by the Governor of the 
Farm Credit Administration. Of this capital $40,500,000 was 
advanced by the R.F.C. 

OTHER Funps. Governor of the Farm Credit Administra- 
tion may provide further capital if necessary or change cap- 
italization of any of the corporations as may be advisable. 


PUERTO RICAN RECONSTRUCTION ADMINISTRATION 


ESTABLISHMENT. Established by order of the President 
under the Relief Act of 1934-1935. 

AutHority. Executive Order of 1934 under general relief 
powers of the President as given in the Relief Act of 1934- 
1935, and specific Act of August, 1937. 

Lire. Can make loans until June 30, 1940. 

PHYSICAL ORGANIZATION. Operated as a Federal Agency 
under the Secretary of the Interior as Administrator. 

MANAGEMENT. Active management centered in an Execu- 
tive Assistant in charge of a special office in the Interior 
Department with representatives in Puerto Rico. 

Lrenpinc Functions. Activities of the Agency consist 
chiefly of providing work relief and similar projects but also 
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include lending money for industries undertaken by coopera- 
tives. Total allotments to June 30, 1938, $46,967,332 of 
which $6,300,000 was available for loans in one form or 
another. Total loans put out approximately $4,500,000 of 
which $3,897,142 were outstanding on June 30, 1938. 

Terms. Loans are for both short and long terms. The bulk 
are long term loans. 

Rates. Three per cent interest with amortization in most 
cases. 

CapitaAL Funps. Provided by annual allotments from 
relief funds. Allotments for all purposes during the past two 
years have averaged approximately $15,000,000 per year. 

OTHER Funps. Funds set aside for loan purposes consti- 
tute a revolving fund which can be re-loaned up to June 30, 
1940. Loan allotment requested for the current year, $350,- 
000—awaiting action by the President at last accounts. 


RECONSTRUCTION FINANCE CORPORATION 


ESTABLISHMENT. Organized February 2, 1932, under 
specific statute of January 22, 1932. 

AutHority. Reconstruction Finance Corporation Act of 
1932 and acts amendatory and supplementary thereto. 

Lire. For certain purposes the lending life of the Corpora- 
tion has been extended to June 30, 1939. For purposes of 
carrying out contracts made before that time and for liquida- 
tion no limit has been set upon its activities. 

PHYSICAL ORGANIZATION. Maintains head office in Wash- 
ington, D. C.; 32 agencies are distributed throughout the 
United States, and one is located in Puerto Rico; there are 
approximately 3,500 employees in the Washington and 
regional offices. 

MANAGEMENT. Management is vested in a board of di- 
rectors consisting of the Secretary of the Treasury (ex-officio) 
and six others named by the President upon advice and con- 
sent of the Senate; an executive committee consists of the 
chairman and two other members of the board. 

LENDING Functions. For the purpose of maintaining and 
promoting economic stability and encouraging the employ- 
ment of labor, loans are made to or contracts are made with 
states, municipalities and political subdivisions of states, 
public agencies thereof and with boards, commissions and 
the like to aid in financing projects authorized under their 
laws, this usually being done by the purchase of their securi- 
ties. Where funds cannot be secured through ordinary credit 
channels the Corporation also makes loans to or purchases 
the securities of or participations in any business enterprise 
either directly or in cooperation with banks or other lending 
institutions. Loans are of short, intermediate or long term 
character. 

Terms. Short and intermediate term loans are usually to 
be repaid within five years. No definite limit fixed for longer 
term credit. For participation with banks and other lenders 
the Corporation charges 1 per cent if participation is less 
than 50 per cent; 1% per cent for participation between 50 
and 75 per cent and 2 per cent between 75 and 90 per cent of 
the total. 

Rates. Interest charged public agencies usually 4 per 
cent; rates for loans to commerce and industry follow local 
rates but usually a little higher. 

CapitaL Funps. The corporation has a capital stock of 
$500,000,000, fully subscribed and paid-in by the Secretary 
of the Treasury on behalf of the United States from appro- 
priation made by Congress under the terms of the Act. 

OTHER Funps. The corporation may have outstanding 
$3,750,000,000 in notes, debentures or bonds, plus certain 
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additional amounts if applied to specific purposes, estimated 
roughly at $2,500,000,000. Until June 1938 the Secretary 
of the Treasury purchased all the notes and obligations of 
the Corporation necessary for its financing. Hereafter all 
financing of the Corporation will be done in the open market 
and Treasury holdings will be refinanced through public 
offerings as soon as practicable. 


RECONSTRUCTION FINANCE CORPORATION 
MORTGAGE COMPANY 

ESTABLISHMENT. Organized under laws of Maryland March 
14, 1935, by the Reconstruction Finance Corporation. 

AutHority. Reconstruction Finance Corporation Exten- 
sion Act of 1935. 

Lire. Life is not limited by charter or statute; however, 
company may make loans only so long as capital is available 
or it can obtain additional funds from R.F.C. 

PHYSICAL ORGANIZATION. Maintains a main office in 
Washington, D. C.; operations are carried on through the 
several agencies of the Reconstruction Finance Corporation; 
except for few executives, company has no employees; per- 
sonnel is borrowed from the R.F.C. 

MANAGEMENT. The corporation is managed, incorporated, 
and controlled by the Reconstruction Finance Corporation. 

LENDING Functions. Lends to distressed holders of mort- 
gages and certificates for new or completed income producing 
urban property, and for refinancing when secured by mort- 
gages on income-producing properties. Outstanding loans, 
June 30, 1938, $40,675,886. Total loans and commitments 
made, approximately $100,000,000. 

Terms. Loans usually made for not to exceed ten years 
with amortization such as to retire half the loan in that 
period. 

Rates. The rate of interest-is 5 per cent; a discount of %4 
of 1 per cent is retained on purchases of insured mortgages. 

CaprtaL Funps. $25,000,000 capital stock is subscribed by 
the Reconstruction Finance Corporation. 

OTHER Funps. Additional funds are obtained by borrow- 
ing at the Reconstruction Finance Corporation. 


REGIONAL AGRICULTURAL CREDIT CORPORATIONS 


ESTABLISHMENT. Chartered on July 21, 1932, by the Re- 
construction Finance Corporation, under specific statute. 

AutHority. Emergency Relief and Construction Act of 
1932. 

Lire. Now in slow liquidation; functions assumed by the 
Production Credit Associations and Corporations on April 
30, 1934. 

PHYSICAL ORGANIZATION. Originally these corporations 
numbered 12 with 21 branches; there are at present 6 main 
offices and 6 branch offices. 

MANAGEMENT. Formerly controlled by the Reconstruction 
Finance Corporation, they are now under the jurisdiction of 
the Governor of the Farm Credit Administration, managed 
by a director in that organization. 

LENDING Functions. Lent directly to farmers and stock- 
men for agricultural pursuits. Highest credit outstanding— 
$145,760,231 in February, 1934. Outstanding on June 30, 
1938, $14,787,772. Loans now limited to extensions or former 
commitments. 

Terms. Loans were short term and intermediate in char- 
acter. 

Rates. Rates of interest and discount were fixed subject 
to approval by the Farm Credit Administration; prevailing 
rates, 5 per cent. 


November 1938 


CapitaAL_ Funps. Combined capital stock amounts to 
$44,500,000 as of June 30, 1938, all subscribed by the Recon- 
struction Finance Corporation. 

OrHER Funps. The Reconstruction Finance Corporation 
pays the operating expenses; other funds are obtained by dis- 
count with the R.F.C. or Federal Intermediate Credit Banks. 


RESETTLEMENT ADMINISTRATION 


ESTABLISHMENT. Created April 30, 1935, by Executive 
Order. 

AuTHority. Emergency Relief Appropriation Act of 1935. 

Lire. An emergency organization now merged into the 
Farm Security Administration. 

PHYSICAL ORGANIZATION. Continues as a division of the 
Farm Security Administration from the latter’s office in 
Washington, operating in 12 regions, each with a designated 
city in which there is a regional director of the F.S.A. 

MANAGEMENT. Control exercised by the Farm Security 
Administrator through four divisions embracing Land Utili- 
zation, Rural Resettlement and Rehabilitation, Suburban 
Resettlement and Management. All now more or less merged 
with other F.S.A. activities. 

LENDING Functions. Lends and grants money for the 
purchase of farm lands and for the necessary rehabilitation 
of farm equipment; also for the removal of families to better 
land or better communities, and all similar purposes. 

Terms. Loans are made for such purposes and for such 
periods not exceeding 40 years as the Administrator pre- 
scribes. 

Rates. Rates range from 3 to 5 per cent depending upon 
the case and nature of the loan. 

CAPITAL Funps. None. 

OTHER Funps. Total allocations from relief funds, $502,- 
882,365 of which $115,143,616 was unexpended when merged 
with the Farm Security Administration. 


RURAL ELECTRIFICATION ADMINISTRATION 


ESTABLISHMENT. Created May 11, 1935, by Executive 
Order. 

Autuority. Emergency Relief Appropriation Act of 1935 
and subsequent legislation. 

Lire, Indefinite. Working on a ten-year program. 

PHYSICAL ORGANIZATION. Maintains only one office, in 
Washington, D. C.; there are approximately 200 employees 
attached to the staff. 

MANAGEMENT. Management rests with an Administrator, 
who is named by and responsible to the President. 

LENDING Functions. Lends for the building of power and 
light lines in areas now without electric service; also finances 
electric wiring of homes and farms through cooperative 
groups, corporations, public utilities and other public bodies. 
Outstanding loans as of June 30, 1938, $50,169,344 with 
approximately $40,000,000 additional commitments. 

Terms. Loans are normally made to mature in 20 years. 
Loans for service extensions are all for a 20 year period on 
amortized basis. Loans for wiring up to 5 years. 

Rates. A 3 per cent rate is normally maintained. 3 per cent 
charged on long term loans. Rate to corporation or other 
intermediary on short term, 5 per cent. 

Funps. None. 

OTHER Funps. Administration is following a ten year pro- 
gram under statutory allotment of $40,000,000 a year. 
Total allotments to June 30, 1938, $61,984,573. In addition 
to regular $40,000,000 appropriation for current year Con- 
gress added $100,000,000 under relief appropriation Act. 
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SECOND EXPORT-IMPORT BANK 
OF WASHINGTON, D. C. 


ESTABLISHMENT. Incorporation papers filed in District of 
Columbia, March 12, 1934, in accordance with Executive 
Order of March 9, 1934. 

Autnority. National Industrial Recovery Act of 1933. 

Lire. Merged with the Export-Import Bank. 

PHYSICAL ORGANIZATION. Maintains joint office with the 
Export-Import Bank of Washington, in Washington, D. C.; 
the 30 employees of the Export-Import Bank of Washington 
also manage the affairs of the Second Export-Import Bank 
of Washington, D. C. 

MANAGEMENT. Management is identical to and joint with 
that of the Export-Import Bank of Washington. 

LENDING Functions. Lending functions are similar to 
those of the Export-Import Bank of Washington, but busi- 
ness is now confined to transactions with the latter. Origi- 
nally planned to serve trade with Cuba. 

Terms. Terms of loans are similar to those of the Export- 
Import Bank of Washington. 

Rates. Rates on loans are similar to those of the Export- 
Import Bank of Washington. 

Capita Funps. $250,000 common stock subscribed by the 
United States under authority of the National Industrial 
Recovery Act; the Reconstruction Finance Corporation 
subscribed $2,500,000 preferred stock, which latter was re- 
tired on July 29, 1935. 

OrTHER Funps. The bank is authorized to borrow addi- 
tional money with the approval of the Secretary of the 
Treasury, but no funds have been raised in this manner. 


TENNESSEE VALLEY AUTHORITY 
ESTABLISHMENT. Created by specific statute May 18, 


1933. 

AutHority. Tennessee Valley Authority Act of 1933 and 
Tennessee Valley Act of 1935. 

Lire. Life of Authority is unlimited, unless dissolved by 
act of Congress. 

PHYSICAL ORGANIZATION. Maintains head office at Muscle 
Shoals, Tennessee; other offices are located in Washington 
and in several cities in the Tennessee Valley area; field and 
departmental employees number more than 2,200. 

MANAGEMENT. Management rests with a board of three 
directors, headed by a chairman, all appointed by the Presi- 
dent, with confirmation by the Senate. 

LENDING Functions. Authority may lend to states, coun- 
ties, and municipalities to enable them to acquire electric 
distribution facilities and may issue government-guaranteed 
bonds therefor. 

TERMS. Maturity of loans not to exceed five years. 

Rates. There are no statutory limitations as to rates on 
loans. 

Capital Funps. Organized as a corporation without stock, 
the three directors acting as incorporators. 

OTHER Funps. $50,000,000 was allotted under the Na- 
tional Industrial Recovery Act of 1933; total appropriations 
and allotments to June 30, 1938, $75,000,000. Authority 
may issue bonds up to $50,000,000 with legal status of 
Panama Canal bonds to cover cost of construction under- 
takings. May also issue bonds guaranteed by the Government 
as to principal and interest up to $50,000,000 to cover loans 
to public bodies. No bonds on either account have been 
issued to date. Authority will have substantial income from 
operation of power plants—in theory enough to amortize its 
expenditures. 
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UNITED STATES HOUSING AUTHORITY 


ESTABLISHMENT. First contracts for loans in March 
1938. 

Autnority. United States Housing Act of 1937. 

Lire. Body corporate of perpetual duration. 

PHYSICAL ORGANIZATION. Established as a bureau in the 
Interior Department under general supervision of the Secre- 
tary of the Interior. 

MANAGEMENT. Powers vested in a single Administrator 
appointed for a term of five years by the President. Usual 
organization of subordinates. 

LENDING Functions. Makes loans and grants to public 
housing agencies to assist in the acquisition, development 
and administration of low rent housing or slum clearance 
projects. Loans limited to 90 per cent of the cost of the proj- 
ects, secured in any manner the Authority deems advisable. 
Also makes annual contributions up to a total of $28,000,000 
after July 1, 1939—to public housing agencies to assist in 
achieving and maintaining the low rent character of their 
projects. Is also authorized to make direct capital grants to 
public housing authorities up to 25 per cent of the total cost 
of projects not to exceed an annual total of $30,000,000 
after July 1, 1939. Is authorized to take over, manage and 
dispose of governmental housing projects heretofore handled 
by the Public Works Administration. 

Terms. Loans may have a maturity up to sixty years. 

Rates. Interest rate shall be not less than going Federal 
rate at the time plus one half of one per cent. 

Capita Funps. Capital of $1,000,000 and annual appro- 
priation of $25,000,000. May also be given any other funds 
heretofore appropriated by Congress for low cost housing 
and slum clearance. 

OTHER Funps. May issue its obligations in the amount of 
$800,000,000 whose maturity may run to sixty years at a 
rate not above 4 per cent. They are exempt from all taxation 
except surtaxes, estate, inheritance and gift taxes. Author- 
ized loans as of September 1, $40,997,500. Actual loan dis- 
bursements estimated by June 30, 1939, $200,000,000. 


UNITED STATES MARITIME COMMISSION 


ESTABLISHMENT. Organized in October 1936 to succeed 
the U. S. Shipping Board and Merchant Fleet Corporation. 

AutuHority. Merchant Marine Act of June 1936. 

LiFe. Permanent agency. 

PHYSICAL ORGANIZATION. Head office in Washington 
with agencies in the United States and abroad. 

MANAGEMENT. Commission consists of five members 
appointed by the President with Senate confirmation for 
terms of six years after preliminary short terms which pro- 
vide for the appointment or reappointment of one member 
each year. Not more than three members shall be of the same 
political party. Commission organized by selection of a 
chairman and a vice-chairman from its membership. Organi- 
zation divided into five divisions, each under a director, 
with a general counsel and secretary. 

LENDING Functions. Has taken over all loan and other 
contracts of the United States Shipping Board and Merchant 
Fleet Corporation. Can make loans and grant subsidies for 
the construction and operation of merchant vessels and 
dealing in and operating maritime and port property ofthe 
United States under very broad powers. 

Terms. Construction and similar loans can have matu- 
rities up to twenty years. 

Rates. Standard rate on loans is 334 per cent with some 
modifications in the case of special contracts. 


BANKING 


CapITAL_Funps. Annual appropriations by Congress 
plus all unexpended funds of the United States Shipping 
Board, unexpended funds of the Post Office Department’s 
ocean mail appropriations and other similar funds, aggre- 
gating approximately $105,000,000. 

OTHER Funps. All proceeds from the sale of vessels, 
earnings from shore property, profits from operations and 
the like go into a revolving “construction fund” from which 
loans are made. Assets of the Commission as of June 30, 
1938, $195,607,477 of which $60,991,481 was in outstanding 
loans. Authorized by the last Congress to make additional 
loan and subsidy contracts in the amount of $115,000,000. 


UNITED STATES POSTAL SAVINGS SYSTEM 


ESTABLISHMENT. Banks were first opened in January and 
February 1911. 

AutHority. Postal Savings Bank Act of 1910. 

Lire. This is a permanent agency of the Government. 

PHYSICAL ORGANIZATION. Operated through the post 
offices with no personnel designated especially for the 
purpose. 

MANAGEMENT. The system functions as a division of the 
Post Office Department, acting through a board of three 
trustees and a director under the Third Assistant Postmaster 
General. The Postmaster General is the executive head of 
the system and ex-officio chairman of a board of three trus- 
tees. 

OPERATION. Funds of postal savings depositors are to be 
redeposited in commercial banks, but owing to a lack of 
demand approximately 85 per cent of total deposits of 
$1,251,723,367 as of June 30, 1938, are now invested in 
Government securities. Postal Savings banks pay 2 per cent 
interest on savings deposits and charge 2% per cent interest 
on redeposits in commercial banks. The system does not 
perform any lending functions. 


UNITED STATES RAILROAD ADMINISTRATION 


ESTABLISHMENT. Created by Presidential proclamation 
December 26, 1917. 

Autuority. Army Appropriation Act of August 29, 1916, 
and Federal Control Act of 1918. 

Lire. Federal control of railroads terminated March 1, 
1920; Administration is now in process of liquidation. 

PHYSICAL ORGANIZATION. Maintains an office with the 
Treasury Department, Washington, D. C.; a liquidating 
force of seven is retained. 

MANAGEMENT. Control reverted back to the companies 
March 1, 1920; affairs are still conducted by a Director 
General of Railroads and Agent, which office is now held by 
the Secretary of the Treasury. 

LENDING Functions. Loans were made to federally c con- 
trolled carriers for the purpose of raising funds for maturing 
obligations or for reorganizing railroads in receivership. 
Total loans originally put out, $1,080,575,462. Outstanding 
as of June 30, 1938, $30,230,233. 

Terms. Loans were short term; Transportation Act of 
1920 provided for the funding of indebtedness for a period of 
10 years. 

Rates. The uniform rate of interest was 6 per cent. 

CAPITAL Funps. None. 

OTHER Funps. Funds were obtained from direct appropri- 
ations by Congress and from operating revenue receipts; 
certain obligations acquired from the carriers were sold to 
the investing public, and the proceeds were deposited with 
the Director General’s revolving fund. 
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U. S. SHIPPING BOARD—MERCHANT FLEET CORP. 


ESTABLISHMENT. Formed April 16, 1917, by the United 
States Shipping Board. 

Autuority. Shipping Act of 1916 and Merchant Marine 
Act of 1928. 

Lire. While intended as a war emergency agency, its ac- 
tivities became more or less permanent. Now merged into 
the United States Maritime Commission. 

MANAGEMENT. The corporation was a subsidiary of the 
United States Shipping Board and was managed by a board 
of 7 trustees under direction of Secretary of Commerce. 

LENDING Functions. Made loans for the building and re- 
conditioning of merchant ships. Loans outstanding as of Dec. 
31, 1935, $93,731,796. Total assets, including $18,855,216 
worth of ships, $35,786,642 in real estate (wharves, terminal 
facilities, etc.) cash and receivables, $173,266,908. 

TERMs. Loans could not exceed 20 years; new construction 
loans ranged from 14 to 20 years and reconstruction loans 
ranged from five to 15 years. 

Rates. Loans on ships in foreign trade carried 314 per 
cent; those on ships in the domestic trade, 514 per cent. 

Capita Founps. The initial capital stock was $50,000,000, 
and the law provided that this could not be exceeded; all, 
except qualifying shares of the trustees, who were Govern- 
ment officials, owned by the Department of Commerce in 
behalf of the United States. 

OTHER Funps. Funds at the disposal of the corporation 
consisted of operating receipts, sales receipts, insurance pre- 
miums and annual appropriations made by Congress. The 
Shipping Board, on merger with the United States Maritime 
Commission, turned over to the latter outstanding loans of 
$104,900,641 net together with unrequisitioned appropria- 
tions and other cash items of $85,969,770; various property 
and supplies valued at $10,008,402 and a fleet of vessels 
valued at $18,836,338. 


WAR FINANCE CORPORATION 


ESTABLISHMENT. Created by statute, April 5, 1918. 

Autuority. Act of Congress of 1918. 

Lire. Ceased to receive applications November 30, 1924; 
discontinued lending December 31, 1924; entered liquidation 
January 1, 1925. 

PHYSICAL ORGANIZATION. Maintains an office with the 
Treasury Department; now has no employees. 

MANAGEMENT. The corporation is under the jurisdiction 
of the Secretary of the Treasury; the Secretary, under au- 
thority vested in him by Act of March 1, 1929, has assigned 
liquidation to a Liquidating Committee. 

LENDING Functions. Designed originally to finance indus- 
tries whose operations were necessary for prosecution of the 
war; corporation undertook railroad financing in 1919, and 
agricultural financing in 1921. The corporation advanced a 
total $690,431,100 of which $690,427,788 had been repaid 
June 30, 1938. Assets as of last report of Secretary of the 
Treasury, $20,544. Up to that date the corporation had 
earned $64,840,909. 

TERMS. Advances were made for five years. 

Rates. Rates were not less than 1 per cent in excess of pre- 
vailing discount rates for 90 day commercial paper and were 
not greater than the average rates receivable elsewhere. 

Capital Founps. Initial capital was $500,000,000, all sub- 
scribed by the United States; $1,000 is now outstanding. 

OrHER Funps. The corporation was authorized to issue 
bonds up to six times its paid-in capital; $20,000,000 was 
issued, of which $10,575 now remains outstanding. 
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The Federal Home Loan Banks 


By PRESTON DELANO 


Mr. DELANO, named Comptroller of 
the Currency, was Governor of the Federal 
Home Loan Bank System when this 
article was written. 


SHARPLY accelerated rise in the 
proportion of private to Govern- 
ment funds invested in the 12 Federal 
Home Loan banks was a significant de- 


velopment of the operations of the: 


bank system during the fiscal year that 
ended June 30, 1938. 

In the same period there was a de- 
cided increase in the number of insur- 
ance companies which have joined this 
reserve credit system in the field of 
thrift and home-financing institutions. 
More insurance companies -were ad- 
mitted to membership than in all the 
previous years of the System. 

In November 1937 the last of the 
United States Treasury capital original- 
ly authorized by Congress to help 
establish the 12 Federal Home Loan 
banks was paid in. However, begin- 
ning in the previous Spring with a one- 
year issue of their own consolidated 
debentures, amounting to $24,700,000, 
the banks went into the public money 
markets with a series of offerings. Four 
additional issues, having maturities of 
one to five years and the last dated 
July 1, 1938, have brought the total 
to $142,700,000. Of this, $52,700,000 
had been retired on that date. 

Mounting interest in these obligations 
has been shown by financial institu- 
tions throughout the country. Each 
issue was heavily oversubscribed within 
a few hours. The frequency of future 
issues of debentures will depend largely 
upon the local demand on member in- 
stitutions of the bank system for long- 
term, amortized loans for the construc- 
tion, purchase and modernization of 
homes and upon the volume of invest- 
ment by individuals in the member 
institutions. 

During the fiscal year members’ 
holdings of stock in the Federal Home 
Loan banks increased from $31,530,- 
510 to $36,771,205, while deposits of 
members with the banks rose from 
$14,747,559 to $19,873,356. All 12 
banks are on a dividend-paying basis. 

Advances by the banks to members 
during the period amounted to $105,- 
432,158, as against $76,264,107 in re- 
payments. Since their establishment 
late in 1932 the banks have advanced 
a total of nearly $450,000,000, largely 
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on a long-term basis. A member may 
borrow from a bank an amount equal 
to 50 per cent of its net assets or its 
legal maximum, whichever is smaller. 
Thus the estimated potential borrowing 
capacity of all members extends to 
about $1,454,000,000. 

Other figures shed light on the prog- 
ress of the system. The combined as- 
sets of the banks rose $68,807,252 to a 
total of $265,770,803 during the year 
and gross income increased to $7,260,- 
000 from $5,063,000. A stronger liquid 
position of the banks is shown by an 
increase in their holdings of cash and 
obligations of, or guaranteed by, the 
Government, which climbed from $29,- 
246,501 to $68,780,028. Surplus and un- 
divided profits totaled $6,469,125 as 
compared with $4,360,323 on June 30, 
1937. 

Membership in the bank system in- 
creased by 70 institutions during the 
year. Twenty-six insurance companies 
joined, bringing the number of insur- 
ance company members to 38. These 
had combined resources of more than 
$404,000,000. One $40,000,000 mutual 
savings bank was admitted to member- 
ship, making a total of nine institutions 
in this category. Assets of all members 
amounted to $4,308,104,000. 

Loans made by member savings and 
loan associations, which constitute a 
large majority of institutions in the 
system, amounted to approximately 
$593,000,000 in 1937-1938, a decrease 
from the $611,000,000 registered in the 
previous year. The distribution of these 
loans by purpose shows that 35 per 
cent were for home construction and re- 
conditioning, 33 per cent for the pur- 
chase of existing houses, 22 per cent for 
refinancing and 10 per cent for miscel- 
laneous purposes. It is estimated that 
85 per cent of all loans by institutions 
of the savings and loan type were made 
by members of the Bank system, in- 
dicating their dominance in the financ- 
ing of small homes in this country. 

To compare the volume of lending by 


. savings and loan members of the bank 


system with that of all other financial 
institutions, it is necessary to go back to 
figures for the calendar year of 1937. 
Carefully compiled estimates place the 
proportion of all institutional home 
mortgage loans made by member as- 
sociations at 42.1 per cent, in compari- 
son with 25.4 per cent by commercial 
banks, 9.5 per cent by mutual savings 
banks, 15.8 per cent by life insurance 
companies and 7.2 per cent by savings 


and loan associations outside of the 
Federal Home Loan Bank system. 

The growth in resources of the bank 
system together with the increase of 
savings funds now going into the mem- 
ber institutions from the public indicate 
that these thrift and home-financing 
associations will play a progressively 
more important role in providing the 
funds necessary to meet the demand for 
home mortgage credit. 


SAVINGS AND LOAN 


WHEN the Home Owners’ Loan Act 
was passed by Congress in June 1933, 
it contained an enabling provision that 
largely escaped public notice at that 
time. It had been inserted on the recom- 
mendation of thrift and home-financing 
institutions and national leaders familar 
with the defects in the American home- 
financing structure that stood revealed 
by the shock of the depression. 

This part of the act authorized any 
interested group of citizens throughout 
the country to organize a permanent, 
mutual savings and home-loan institu- 
tion in its community, which, upon ap- 
plication to the Federal Home Loan 
Bank Board, and approval, would 
receive a national charter as a Federal 
savings and loan association and be 
subject to supervision and examination 
by the board. The primary purpose was 
to extend thrift and home-financing 
facilities to communities inadequately 
served by such financial organizations. 
The charter was so drawn as to incor- 
porate the soundest practices of savings, 
building and loan associations as they 
have been proved over the past 100 
years. Loans by these associations were 
required to be of the direct-reduction, 
amortized type. 

By the same act any existing state- 
chartered association of the building 
and loan type was allowed to convert 
to Federal charter upon the vote of its 
board of directors and shareholders and 
upon approval as to its soundness by 
the Federal Home Loan Bank Board. 
All Federal savings and loan associa- 
tions were required to be member in- 
stitutions of the Federal Home Loan 
Bank system. In order promptly to ex- 
pand their lending facilities, provision 
was made for investment of Govern- 
ment money in their shares. Two years 
later, with an increased appropriation, 
Congress also made Federal investment 
open to state-chartered member in- 
stitutions of the Federal Home Loan 
Bank system which applied for such 
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NOW YOU SEE WASTE... NOW YOU DON’T 


Acoustone FREES YOU FROM THE 


PENALTY 


Waste is the toll exacted by noise—wasted effort, wasted 
energy, wasted dollars. Research shows that even a so- 
called “moderate amount” of noise can appreciably lower 
efficiency of workers and executives. Acoustone*—USG 
mineral fiber acoustical tile—offers a simple and sure solu- 
tion, whether the noise originates from the outside or 
from the inside. 


When you buy Acoustone, you buy J/asting decorative 
charm—as well as scientific noise-absorption. For Acou- 
stone, with its harmonious colors and rich, travertine-like 
texture, is the most beautiful of acoustical materials. Main- 


United States 


300 WEST ADAMS ST. 


PLASTERS . . ROCKLATH* . . METAL LATH 
SHEETROCK*.. FIBER WALLBOARD . . SHEATH- 
ING.. INSULATING BOARD..INSULATING WOOL 
ACOUSTICAL MATERIALS . . PAINT PRODUCTS 
STEEL PRODUCTS ROOFING PRODUCTS 

. SIDING PRODUCTS . . LIME PRODUCTS. 


*Registered trade-marks 
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sum Company 


CHICAGO, ILLINOIS 


OF NOISE 


tenance will cost you little, because Acoustone stays new 
with occasional vacuum cleaning. Your lighting will be 
better, owing to Acoustone’s high light reflection. And 
remember, Acoustone is incombustible, thoroughly sani- 
tary and can be painted without damage to its noise-ab- 
sorbing ability. Let us show you why so many businesses 


have found Acoustone a paying investment. Mail the 
coupon! 


The United Staves Gypsum Company offers a full 
range of materials for sound control, including 
ACOUSTONE, Sabinite Acoustical Plaster, Perfa- 
tone, Quietone and the USG System of Sound Insula- 
tion. USG acoustical engineers are at your service for 
special consultation. 


UNITED STATES GYPSUM COMPANY 
300 West Adams Street, Chicago, Illinois 


Please send me information on acoustical treatments. 
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funds and were approved by the board. 

At the end of the fiscal year of 1938, 
there were 1,346 Federal savings and 
loan associations located in 45 states 
and in the District of Columbia, Hawaii 
and Alaska, with total assets of $1,213,- 
874,000. Six hundred and forty, having 
assets of $301,242,000, were institu- 
tions newly organized since the passage 
of the act, and 706, with resources of 
$912,632,000, were established associa- 
tions that had converted to Federal 
charter. 

Necessity for the further chartering 
of new Federal associations appears 
now almost non-existent. During the 


year a few charters to new organizations 
were issued, but because of mergers and 
cancellations there was a net decrease 
of seven in the number of associations 
created since passage of the act. In con- 
trast, the number of converted associa- 
tions increased by 67. Charters issued 
in the future will be chiefly to state as- 
sociations desiring to adopt the Federal 
connection. 

For new Federal associations the 
average size is nearly $500,000 in 
resources. For converted Federal associ- 
ations the average is about $1,300,000. 

Federal associations loaned a total 
of $282,000,000 during the fiscal year 


THIs SIGNAL, from a ship’s halyards, means “Not under control.” But 
trusted men and women, when they lose control in the face of tempta- 


tion, fly no such revealing signal. 


That is why, today, so many financial institutions guard against loss 
due to dishonesty with the sound protection of Standard of Detroit. 


This secure, 54-year-old Casualty Insurance and Bonding Company 
covers numerous hazards that threaten banks or brokerage firms. Our 
competent local representative will outline the coverages applicable 


to your special needs. 


STANDARD ACCIDENT INSURANCE COMPANY 
Standard Service Satisfies...Since 1884 
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as compared with $292,000,000 the pre. | 
vious year. In dollar volume, loans by | 
Federal associations in the past year 
amounted to more than 40 per cent of 
the. total of lending by all savings, 
building and loan associations in the 
country. 


Federal Savings and 


Loan Insurance | 


By NUGENT FALLON 


Mr. FA.ion is General Manager of 
the Federal Savings and Loan Insurance 
Cor poration. 


IHE Federal Savings and Loan 

Insurance Corporation has con- 
tinued to expand the coverage of its 
protection. During the fiscal year ended 
June 30, 1938, the number of insured 
thrift and home-financing institutions 
increased by 258. At that time, after 


less than four years of operation by the | 
insurance corporation, the total num- | 


ber of insured associations had reached 
2,014. These held combined assets in 
excess of $1,978,000,000 and the invest- 
ments of more than 1,924,000 people. 
Besides the Federal Savings and Loan 
associations, for which insurance is 
mandatory by law, the insured insti- 
tutions included 678 state-chartered 
thrift associations which had applied 
and qualified for such a safeguard. 
Evidence of the salutary effects of in- 
surance is the increase of investments 
by the public in the insured institutions 


which amounted to about 11.7 per cent - 


in the year 1937. 

The net earnings of the insurance 
corporation during the year reached 
$4,992,186. Losses totaling $102,820 
were sustained. Assets of the corpora- 
tion on June 30 were $114,077,882. 

Many of the Federal associations and 
state insured associations are the result 
of mergers or other reorganizations 
prior to insurance, carried out with the 
support of Federal facilities and the 
cooperation of state supervisory author- 
ities. In a large number of states the 
insurance corporation has participated 
in rehabilitation programs with state 
authorities. Such cooperation has con- 
sisted largely of joint analyses of the 
problems of local institutions, establish- 
ing tentative conditions for obtaining 
insurance for the associations con- 
cerned, assisting institutions directly 
to effect reorganization and granting 
insurance upon the completion of the 
program. 
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At the end of June, Government 
agencies had a total of $259,529,310 
invested in member savings and loan 
associations of the bank system, on 
which it is receiving dividends averag- 
ing about 3.5 per cent. About $88,000,- 
000 remained of the funds authorized, 
which may also be invested in obliga- 
tions of the Federal Home Loan banks. 
The law provides for the eventual re- 
tirement of these government invest- 
ments as well as the Federal holdings in 
the capital of the 12 Home Loan banks. 


Home Owners’ 
Loan Corporation 


By CHARLES A. JONES 


The author is General Manager of the 
HOLC 


AT the end of the fiscal year 1937- 
1938, nearly 750,000 of the original 
1,018,171 borrowers were in good 
standing on the books of HOLC. Bor- 
rowers had paid back $435,000,000, or 
about 13.5 per cent, of their entire 
principal indebtedness. Monthly col- 
lections averaged nearly 92.9 per cent 
of current billings during the year. 

By foreclosure and voluntary sur- 
render of deed HOLC had acquired 
100,022 properties, of which 17,532 have 
been sold. Properties numbering 553 
have been purchased by third parties at 
foreclosure. The rate of sales of HOLC 
properties has increased markedly dur- 
ing recent months. Homes are recon- 
ditioned as necessary and offered to pur- 
chasers through established brokers at 
fair value in quantities commensurate 
with the local real estate market. 
Dumping is avoided. Of the homes 
owned by HOLC and available to rent, 
87.6 per cent were rented on June 30. 
Rent collections for June were 98.8 
per cent of rentals billed. 

On June 30, HOLC bonds outstand- 
ing amounted to $2,952,993,850, in- 
cluding $100,000,000 authorized as 
capital for the Federal Savings and 
Loan Insurance Corporation, and about 
$212,000,000 represented by HOLC 
investments in savings and loan associ- 
ations. Bonds totaling $338,459,700 had 
been retired. 


ANY BOOK IN PRINT! 
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Public 


By HAROLD L. ICKES 


Mr. Ickes, Secretary of the Interior, 
is Administrator of the Federal Emer- 
gency Administration of Public Works. 


HE Public Works Administration 

was created during the dark days of 
1933 to put men to work through the 
construction of socially beneficial public 
works. From its inception PWA en- 
abled state, county and municipal gov- 
ernments to select and build, by means 


Works 


of PWA loans and grants, projects 
needed for the efficient rendering of 
services by such governments to the 
people. It was found that schools, 
hospitals, bridges, roads, housing and 
slum clearance projects, waterworks, 
sewage systems and disposal plants 
were needed in all parts of the country 
if the American level of education, 
health, transportation and sanitation 
was to be maintained. 

PWA not only made possible the con- 
struction of these and similar projects, 


The First National Bank 
of Chicago 


Statement of Condition September 28, 1938 


ASSETS 


Cash and Due from Banks, . 


United States Obligations—Direct and fully Guaranteed, 


- $358,175,340.02 


Unpledged, . ‘ $287,289,817.84 

Pledged— To Secure Public Deposits, 14,550,187.50 

To Secure Trust Deposits, 18,825,297.66 
Under Trust Act of Illinois, 549,908.12 321,215,211.12 
Other Bonds and Securities, 79,348,937.99 
Loans and Discounts, . ‘ 222,992,663.20 
Real Estate (Bank Building), 6,410,322.35 
Other Real Estate, 1,695,197.74 
Federal Reserve Bank Stock, 7 1,800,000.00 
Customers’ Liability Account of Acceptances, 1,723,420.47 
Interest Earned, not Collected, 3,447,524.90 
Other Assets, ‘ ‘ 416,930.57 
$997,225,548.36 

LIABILITIES 

Capital Stock—Common, .. $30,000,000.00 
Surplus Fund, 30,000,000.00 
Other Undivided Profits, : 5,420,887.77 
Discount Collected but not Earned, 676,395.26 
Dividends Declared, but Unpaid, 450,000.00 
Reserve for Taxes, etc., . 2,136,413.56 
Liability Account of Acceptances, ‘ i 1,877,326.05 

Time Deposits, $182,629,341.52 

Demand Deposits, . 665,653,038.65 
Deposits of Public Funds, . ° 78,378,125.78 926,660,505.95 
Liabilities other than those above stated, 4,019.77 
$997,225,548.36 


MEMBER FEDERAL CEPOSIT INSURANCE CORPORATION 
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every one of which added to the real 
wealth of the nation, but in doing so it 
utilized the existing structure of private 
industry, particularly that of the heavy 
industries, to put men to work both on 
the site of construction and behind the 
lines. 

Moreover, in its non-Federal pro- 
gram, PWA created markets for bonds 
when there were none; it put money into 
circulation and increased purchasing 
power throughout the whole national 
economy; it increased the wealth and 
well-being of the nation; and it proved 
conclusively that a properly operated 
public works program was a successful 


national weapon at a time of economic 
adversity. 

By direct grants to Federal agencies 
under the first public works program, 
as well as under the present one which 
began last June, the Public Works 
Administration has increased the effi- 
ciency of the Federal Government and 
removed a burden from future budgets. 
The Federal construction carried on 
under these two PWA programs would, 
of necessity, have to be done in the next 
few years if Federal services were not to 
be crippled by lack of necessary equip- 
ment. 

On June 16, Federal 


1938, the 


NATIONAL BANK 
OF DETROIT 


Statement of Condition, September, 28, 1938 


RESOURCES 


Cash on Hand and Due from 
Other Banks .. 

United States Government Obli- 
gations, direct and/or reed 
guaranteed . ° 

Other Securities 

Stock in Federal Reserve Bank ‘ 

Loans and Discounts 

Real Estate Mortgages . 

Overdrafts. . 

Real Estate (24 ‘Branch Bank 
Buildings) 

Accrued Income Receivable— Net 

Prepaid Expense . 

Customers’ Liability Account of 
Acceptances and Letters of 
Credit 


TOTAL RESOURCES . 


$141,658,880.67 


204,762,463.02 
10,834,197.44 
750,000.00 
44,701,539.51 
9,641,578.72 
8,644.38 


780,891.21 
1,299,763.83 
229,196.80 


1,620,755.22 
$416,287,910.80 


LIABILITIES 


Deposits: 


Commercial, Bank and Savings $334,815,653.20 


U. S. Government . 
Treasurer—State of Michigan 
Other Public Deposits . 
Capital Account: 
Preferred Stock (Paid in) . 
Common Stock 
(Paid in $5,000,000.00— 
Earned $2,500,000.00) . 
Surplus (Paid in $5,000,000.00 
—Earned $2,500,000.00) 
Undivided Profits (Paid in 
$2,500,000.00—Earned 
$2,939,821.26) 


Reserves 


Our Liability Aaminivn of Acceptances and Letters 


of Credit 
TOTAL LIABILITIES. 


13,903,675.05 
9,306,745.02 


24,785,576.08 $382,811,649.35 


10,000,000.00 


7,500,000.00 


7,500,000.00 


5,439,821.26 30,439,821.26 


1,415,684.97 


1,620,755.22 
$416,287,910.80 


United States Government Securities carried at $29,935,000.00 
in the foregoing statement are pledged to secure public and 
trust deposits and for other purposes required hy law. 


> 


+ 


Member Federal Deposit Insurance Corporation 


Emergency Administration of Public 
Works marked its fifth birthday. In its 
five years, after starting from scratch, 
the Public Works Administration built 
up this record: 

Allotments were made for 15,902 
Federal projects and 10,543 non-Federal 
projects, or a total of 26,445 projects 
located in 3,068 of the 3,071 counties in 
the United States. The total estimated 
cost of these projects was $4,338,367,- 
794. Contracts were awarded on 98,2 
per cent of all PWA projects for which 
allotments have been made, and the 
majority of these projects have been 
completed and are now in use. 

A total of 5,447,487 ,234 man-hours of 
work were provided by PWA projects. 
Of this work 1,556,462,924 man-hours 
were supplied by PWA projects at the 
site of construction and 3,891,062,310 
additional man-hours in the production 
of raw materials, the fabrication of 
finished materials and the transporta- 
tion of these materials. 


BUSINESS STIMULATION 


MORE than two billion dollars of PWA 
funds have been spent for materials and 
supplies in the five years of the Public 
Works Administration. As an example 
of the effect of the PWA program — 
the largest construction program in the 
history of the country—statistics show 
that PWA orders accounted for 72 per 
cent of the entire domestic cement out- 
put in 1934 and by 1936, as general 
business revived, these orders required 
17 per cent of the domestic production 
in cement. In 1934 PWA orders for 
brick and hollow tile took 26 per cent 
and in 1936 more than 43 per cent of the 
entire domestic output. These are mere- 
ly examples of what had to be supplied 
from all parts of the country. It was 
through this diffusion of PWA orders 
that the structure of private industry 
was used effectively to increase the pur- 
chasing power throughout the country. 

One June 22, 1938, the Public Works 
Administration swung into high gear 
in order to complete a new PWA pro- 
gram under the time limitations set by 
the third session of the 75th Congress. 
This Congress had appropriated $965,- 
000,000 of which $200,000,000 were for 
Federal projects. The non-Federal part 
of the program was to be operated on a 
45 per cent grant and 55 per cent loan 
basis. Time limitations were set by 
Congressional action so that all new 
applications for non-Federal projects 
had to be filed before October 1, 1938, 
and new projects must be started by 
January 1, 1939, and substantially com- 
pleted by July 1, 1940. 

With these requirements laid down 
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by Congress “time was of the essence” 
in the 1938 public works program. 
Within a matter of hours after President 
Roosevelt signed the bill, PWA an- 
nounced allotments for nearly 2,000 
projects which were taken from the 


Farm Credit Administration 
By WILLIAM I. MYERS 


ratch, 
built 


investment market and obtain funds for 

periods required by the nature of their 

Mr. Myers, now on the faculty of business, at the lowest cost consistent 

reserve that had been built up for just Cornell University, was Governor of the with sound business operation. 

such an emergency. Farm Credit Administration when he Four permanent credit institutions, 
Thirty working days after the begin- wrote this article. Federal Land Bank, Federal Inter- 

ning of the 1938 PWA program 2,871 mediate Credit Bank, Production Credit 


15,902 
ederal 
‘ojects 
ties in 
mated 


',367,- H non-Federal projects had received al- = primary purpose of the Farm Corporation, and Bank for Coopera- 
, 98.2 lotments totaling $385,520,964, of which Credit Administration, established tives, are located in each of 12 Farm 
which § 9348 563,464 were in grants and $36,- by executive order of the President, Credit districts. Loans to farmers are 
id the 957,500 were in loans. At the same time effective May 27, 1933, is to provide an made through local cooperative na- 
been § allotments had been made for 945 organization through which farmers, tional farm loan and production credit 
Federal projects aggregating $193,343,- with a basis for credit, can reach the associations. Loan funds are obtained 
urs 871. The total number of projects for 
ojects. | which allocations had been made in the 
-hours } first 30 working days of the new pro- 
“ a gram amounted to 3,816, with total al- 
~ lotments of $578,864,835, of which | 
uction $36,957,500 were in loans and $541,- | Can ad Safe Loan be 
ion of } 07,335 were in grants. The total esti- 
sporta- f mated cost of these projects was d P D 
$953,997,199. 
In 1938, on the basis of PWA’s past Mma eC On as We 
oeidall experience, it is known that there is a 
PWA maximum possibility of providing more A CCO Uni 
als and than 15,000,000 months of normal em- 
Public ployment for American workmen and 
xample § over $1,000,000,000 worth of orders Can your commercial loans be perfectly safe unless the 
ram —} for American industry if the present manufacturers’ or merchants’ receivables are likewise safe? 
| in the program functions to full capacity. At If your customer is protected by Credit Insurance, you 
wd show ff the time that this is written it appears do not have to scrutinize, or question, or concern yourself 
(2 per # that the new program will function at about the condition of his open accounts—how many are 
nt out- @ its full capacity. It is even possible that past due, or even hopeless. 
general # before the time limit set by Congress You are assured that receivables are worth 100 cents on 
quired many meritorious projects will not be the dollar — that potential credit losses are adequately 
duction approved because of lack of funds, or covered. Moreover, protection for the bank may be writ- 
ers for ¥ because applications have come in after ten into the credit insurance policy — the proceeds made 
er cent # the deadline of September 30. It even payable to your institution. 
tof the F seems probable that a reserve of Many banks advise borrowers to insure their credits; 
€mere- § socially beneficial and needed projects some banks insist that they do sO, as a measure of protec- 
upplied may be built up so that if the need arises tion to borrower and lender, alike. 
It was } for an additional public works pro- Any American Credit representative will gladly show 
orders gram, it can be met speedily and you why it is desirable to follow the example of other bank- 
ndustry efficiently. ers, who incorporate in their financial statement blanks, 
he se A properly administered public works the question: ‘‘Do you carry Credit Insurance? 
ountry. | program has been proven to be an 
Works § effective method of combating depres- A merican Credit Indemni t Co 
sh gear } sion. It has also been proved that with a J . 
VA _ reserve of proper projects a public OF NEW YORK J. F. McFADDEN, President 
Chamber of Commerce Bldg., St. Louis, Mo. 
1 $965,- lng been aphid hee Public Works Offices in all principal cities of United States and Canada 
vere Administration should be a permanent 
- en part of the Government. It should be 
capable of expansion when it is needed 
nit — and capable of functioning efficiently on 1€é A New Book for Bankers Who 
bgt a contracted basis when it is not neces- Make Commercial Loans. . . 
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largely through the sale of securities, 
Federal Land Bank bonds and Federal 
Intermediate Credit Bank debentures, 
in the investment market. There were 
outstanding on June 30, 1938, $1,840,- 
636,080 in Federal Land Bank bonds 
and $218,050,000 in debentures. These 
securities are tax exempt but are not 
guaranteed by the Government. 

The Federal Land banks and Land 
Bank Commissioner hold approximately 
38.5 per cent of the outstanding farm 
mortgage debt. Loans outstanding by 
these two institutions on June 30, 1938, 
aggregated $2,791,632,000. These loans 
are made for periods up to 40 years and 


are amortized through small yearly or 
half-yearly payments. 

From June 1933 to January 1, 1936, 
the Federal Land banks and Land 
Bank Commissioner made farm mort- 
gage loans totaling $1,940,000,000. This 
represented over 60 per cent of the total 
farm mortgage business recorded during 
that period. These loans were largely for 
refinancing purposes and involved a 
reduction in interest rates from an 
average of 6.2 per cent to less than 5 
per cent. This saving will amount to 
about $40,000,000 in 1938. 

During the past two and a half years, 
private lenders have been handling an 


COMMERCIAL e CHECKING 


SAVINGS FRUITS 


an ideal customer’ 


Have you ever asked yourself this question— “what is 


an ideal customer?” 


We have, and we created one. We see our ideal cus- 
tomer in the father who writes “The Letters of a 


Business Man to His Son.” 


* 


He represents the kind of business man that has made 


America great. He knows what good banking is, and 


what he may expect his banker to do for him. To 


become what he is, and to retain what he has built, 


he has used the complete services of his bank. 


Measured by the same standard we find we have 


many customers like him. We do our best, at every 


turn, to be their ideal bank. We believe you, too, will 


find our service ideal. 


LAURANCE ARMOUR 
President 


*A series of 48 advertisements in booklet form will be sent on request. 


AMERICAN NATIONAL BANK 
AND TRUST COMPANY 


of Chicage 


Member Federal Deposit Insurance Corporation 


increasingly larger percentage of the 
farm mortgage business recorded. Farm 
mortgage recordings throughout the 
United States indicated that for the 
first quarter of 1938 individuals ac- 
counted for 35.1 per cent of the amount 
of farm mortgages recorded; commer- 
cial banks 26.8 per cent; insurance 
companies 19 per cent; Federal Land 
banks and Commissioner 11.9 per cent; 
and miscellaneous creditors 7.2 per cent. 
Estimated mortgage recordings for the 
first quarter of this year total $214,789,- 
000. 

The Federal Land banks, established 
in 1917, are the oldest of the cooperative 
agricultural credit institutions. In June 
1933, Congress authorized the estab- 
lishment of two additional systems of 
agricultural credit cooperatives, produc- 
tion credit associations and banks for 
cooperatives. In five years of operations, 
the production credit associations have 
loaned $972,219,009 to farmers for 
crop and livestock production and other 
farm purposes. The banks for coopera- 
tives, during the same period, have 
loaned to farmers’ cooperative business 
associations $346,646,547 on commodi- 
ties and to provide operating capital 
and physical facilities. 

Continuing activities of the Farm 
Credit Administration in developing 
its permanent program are the building 
of strong, active local associations of 
farmer-borrowers, assisting worthy farm- 
ers to become farm owners, and main- 
taining a loan policy based principally 
on income from farm operations rather 
than wholly on other value of the mort- 
gaged property. 

The district banks for cooperatives 
have just completed a nationwide sur- 
vey of all farmers’ cooperative market- 
ing, purchasing, and farm _ business 
service associations. A published report 
will be available later. Figures on credit 
extended to farmers’ cooperatives for 
1936, the year covered by the survey, 
show that about 7,640 farmers’ market- 
ing and purchasing cooperatives, and 
mutual insurance and irrigation com- 
panies, or slightly less than half the 
total number, use credit. 


FARM MORTGAGE CREDIT 


PRINCIPAL payments by borrowers 
on Federal Land Bank loans for the 
six-month period ended June 30, 1938, 
exceeded new loans closed, continuing 4 
trend that has been in evidence since 
the middle of last year. New loans 
amounted to $29,013,423, or a decrease 
of about 20 per cent over the corre- 
sponding period of 1937. Principal pay- 
ments by borrowers aggregated $30,219,- 
159, which is 8 per cent less than those 
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received during the first half of 1937. 

The interest rate on most new loans 
through national farm loan associations 
continues at 4 per cent. By act of 
Congress, a temporarily reduced rate of 
3% per cent is effective on interest 
payable before July 1, 1940. 

The condition of Land Bank loans 
has remained relatively stable over the 
past year. Loans with all installments 
fully paid by borrowers were 78.5 per 
cent of the total number outstanding on 
June 30, 1938, compared with 77.8 per 
cent on June 30, 1937. 

The banks’ investment in real estate, 
sheriffs’ certificates and loans called for 
foreclosure on June 30, 1938, totalled 
$140,319,049, or $10,156,548 less than 
on June 30, 1937. Real estate sales 
activity, however, is at a lower level 
than a year ago. 

The net amount of farm loan bonds 
outstanding decreased by $21,453,520 
during the six-month period. This net 
decline reflects the call for payment on 
May 1 or $22,439,300 of individual 4 
per cent bonds. 

The capital stock of 12 Federal land 
banks totalled $238,471,507 on June 30. 
Of this amount, $110,135,282 is owned 
by national farm loan associations, 
$124,801,520 by the United States 
Government, and $3,534,705 by borrow- 
ers with direct loans. 


Emergency Mortgage 
and Other Credit 


By A. S. GOSS 


Mr. Goss is Land Bank Commis- 
sioner, Farm Credit Administration. 


a the past three years, the 12 Federal 
Land banks and the Land Bank 
Commissioner have extended over 
$137,000,000 in long-term loans and on 
sales of Federal Land Bank farms on 
mortgage and contract terms to farmers 
to buy farms. Through these purchases 
over 55,000 farm tenants, farm laborers 
and others have become farm owners. 
Despite lower farm commodity prices, 
during the six-month period ended 
June 30, some 9,114 farmers obtained 
$22,968,255 in long-term loans and pur- 
chase money mortgages to buy farms. 

Land Bank Commissioner loans, a 
temporary activity of the Farm Credit 
Administration and available only until 


February 1, 1940, aggregating $16,920,- 
530, were closed during the first six 
months of 1938. New loans for the first 
half of the year were 28 per cent less 
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than those during the corresponding 
period of last year, reflecting a reduced 
demand for this type of loan. 

On June 30, 1938, the per cent of 
Land Bank Commissioner loans out- 
standing with all installments fully 
paid by borrowers was 73.9, as com- 
pared with 74.4 per cent on March 31, 
1938, and 78.9 per cent on June 30, 
1937. 

Land Bank Commissioner loans called 
for foreclosure, real estate and sheriffs’ 
certificates owned by the Federal Farm 
Mortgage Corporation amounted to 
$35,076,534 on June 30, 1938, compared 
with $18,801,918 a year ago. 


Intermediate and 
Short-Term Credit 


By G. M. BRENNAN 


The author is Intermediate Credit Com- 
missioner, Farm Credit Administration. 


HE 536 production credit associa- 
tions during the first six months of 
1938 made 165,974 loans totalling 
$153,944,813 which exceeded the June 
30, 1937, figure, covering the same 


Correspondent banks use 


Continental Illinois 


facilities and cooperation 


to supplement 


their own services 


to their customers 


CONTINENTAL ILLINOIS 
NATIONAL BANK 


AND TRUST COMPANY 
OF CHICAGO 


Member Federal Deposit Insurance Corporation 
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period, by $10,482,176. The present 
interest rate is 5 per cent. 

With a larger volume of loans made 
by the associations, their capital stock 
owned by farmers has increased because 
each farmer-borrower is required to 
own Class B stock in the association 
equal to 5 per cent of his loan. The 
greater part of the capital stock of the 
associations, Class A, is owned by the 
12 production credit corporations which 
were established by provision of the 
Farm Credit Act of 1933 to organize, 
assist in the capitalization of, and to 
supervise the activities of production 
credit associations. On June 30, 262,547 


farmer-members owned $13,882,980, or 
15.7 per cent, of the total paid-in capital 
compared with 13.5 per cent on June 30, 
1937. 

Production credit association loans 
outstanding on June 30 amounted to 
$183,168,616 or $20,414,570 more than 
last year’s peak of $162,754,046 reported 
on July 31, 1937. The seasonal peak is 
ordinarily reached in July. During the 
first seven months of the year advances 
exceed repayments but during the last 
five months of the year, repayments 
exceed advances. 

The loan funds of the production 
credit associations are obtained mainly 


Cost-free protection on 
personal loans 


—a prime advantage of Old Republic’s simple 
plan of Credit Life Insurance 


“What will it cost us to install and operate Old Republic’s plan of 


Credit Life Insurance against personal loans?” This is the natural 


query of many banks that have personal loan departments or are con- 


templating going after personal loan business. 


The answer is: Nothing. The cost of the insurance is borne by the 


borrower. The necessary forms are furnished gratis by Old Republic. 


The idea is so simple and sensible, and the insurance itself so inex- 


pensive, that the borrower needs no urging to avail himself of its three- 


way protection— 100% coverage for his family, the endorser, and the 


bank, on the unpaid balance in the event of his death. 


Hundreds of banks throughout the country are using Old Republic’s 


simple, practical plan. They find that in addition to giving them cost- 


free protection on unpaid balances in event of death of borrowers, it is 


a valuable conserver of good will. For Old Republic’s prompt check 


settles everything—avoids collection delays, embarrassment, and possi- 


ble litigation. 


Send for full particulars of Old Republic's simple, practical plan — 


without obligation on your part. 


Old Republic Credit 
Life Insurance Company 


309 West Jackson Boulevard, (hicago 


by discounting eligible agricultural 
paper with the Federal intermediate 
credit banks which in turn sell short- 
term collateral trust debentures in the 
investment market. Debentures are 
usually sold with maturities of from 
three to nine months coordinated with 
those of the loans and discounts of the 
Federal intermediate credit banks. 
The greater part of the loans and dis- 
counts business of the Federal interme- 
diate credit banks is with production 
credit associations. During the first six 


months of this year about 75 per cent 


of the loans and discounts made by the 
banks were for these associations, 
However, other financing institutions 
holding eligible agricultural paper may 
discount with these banks. The present 
discount rate is 2 per cent. 

On June 30, 1938, the Federal inter- 
mediate credit banks had outstanding 


| in loans and discounts $250,900,951, the 


largest amount on record, $223,074,860 
of which represented credit extended to 
536 production credit associations, and 
over a hundred agricultural credit 


| corporations, livestock loan companies 
| and similar institutions, $18,978 to one 
| farmers’ cooperative association, and 
| discounts for thirteen banks for coopera- 


tives aggregating $27,807,113. 
BANKS FOR COOPERATIVES 


_ THE 13 banks for cooperatives on June 
| 30, 1938, had loans outstanding totalling 


$81,190,495, compared with $45,032,- 


| 454 a year ago, which reflects increases 
_ in each of the three types of loans out- 
| standing. 


Of the total loans outstanding on 


| June 30, 1938, $60,355,725 represented 
| loans of the 12 district banks and the 
| remaining $20,834,770 represented loans 
| of the central bank. The central bank 


also held an interest in $8,994,727 of 


| commodity loans of the New Orleans 


and Houston banks for cooperatives 


| which were discounted with Federal 


intermediate credit banks. 
Operating capital loans, which sup- 


| plement the cooperative associations’ 


own capital funds, accounted for 37 
per cent of the total loans outstanding 
at the end of June; and commodity 
loans, which are made on the security 
of staple commodities held in storage 
and are the shortest term loans made by 
the banks, accounted for 35 per cent. 
The remaining 28 per cent were facility 
loans, used to finance or refinance the 
purchase, lease, or construction of 
physical property required for the oper- 
ation of the cooperatives’ business. 

At the end of June, cooperative 
associations dealing in fruits and vege- 
tables had approximately 23 per cent 
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of the total loans outstanding of the 
system; cotton cooperatives had 21 per 
cent; dairy cooperatives, 11 per cent; 


farm supply cooperatives, 10 per cent; | 
wool and mohair cooperatives, 9 per | 
cent; and grain cooperatives, 6 per cent. | 


The remaining 20 per cent was out- 


standing to cooperative associations | 
handling products, such as grape prod- | 


ucts, sugar and poultry, and to coopera- 


tives providing farm business services, | 
such as mutual irrigation and fire in- | 


surance companies. 


Records show 68 per cent of the com- | 
modity loans, 85 per cent of operating | 
capital loans and 29 per cent of facility | 
loans made since organization in 1933 | 


to June 30 of this year have been 
repaid. 


Farm Security 
Administration 


By C. B. BALDWIN 


Mr. BALDWIN is Acting Adminis- 
trator of the FSA. 


HE Farm Security Administration 

was created to help destitute farm 
families get off the relief rolls and back 
on their own feet. 

In 1933 the Federal Government was 
confronted with the task of providing 
aid for more than 1,000,000 farm fam- 
ilies, many of which lacked even the 
bare necessities of life. The depression, 
which first affected most groups of our 
citizens in 1929, merely made critical 
an already serious economic problem 
among the nation’s farmers. Years of 
disastrous farm prices—coupled with 
careless, unscientific methods of tillage, 
unsound tenure systems, heavy debt 
burdens, inadequate acreage and serious 
erosion of the soil—had pushed a large 
part of our rural population into an 
economic bog from which there was no 
chance of escape without government 
aid. 

There were two possible methods of 
meeting the problem. The first was to 
support needy farm families indefinitely 
on direct relief. The second was to help 
them climb back to self-sufficiency, by 
means of loans and technical guidance. 

The second method was chosen as the 
cornerstone of the rural aid program, 
although it has been necessary to extend 
direct relief to thousands of families, 
especially in drought and flood areas. 

The choice was made because the 
first method would have resulted in 
burdensome drain on the Federal Treas- 
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MANUFACTURERS 


TRUST COMPANY 


Condensed Statement of Condition as at close of business 


September 30, 1938 


RESOURCES 
Cash and Due from Banks $206,617,807.38 
U. S. Government Securities ...... 183,374,045.18 
State and Municipal Bonds 21,925,790.38 
Stock of Federal Reserve Bank 2,260,650.00 
Other Securities . 57,474,475,.24 
Loans, Bills Purchased and 

Bankers’ Acceptances 

Mortgages 
Banking Houses 
Other Real Estate Equities 
Customers’ Liability for Acceptances . 
Accrued Interest and Other Resources 


232,369,224.48 
22,160,397.58 
13,156,595.52 
4,716,468.66 
17,086,250.69 
2,407,936.29 


$763,549,641.40 


LIABILITIES 
Preferred Stock .... $ 9,306,520.00 
Common Stock 32,998,440.00 


Surplus and 
Undivided Profits . . 


Reserves 
Common Stock Dividend 
(Payable October 1, 1938) 
Preferred Stock Dividend 
(Payable October 15, 1938) 
Outstanding Acceptances 
Liability as Endorser on Acceptances 
Deposits 


87,434,316.66 
7,090,580.72 


45.129.356.66 


824,958.50 


232,663.00 
17,481,741.74 


5,392,246.49 
645,093,134.29 


$763,549,641.40 


Principal Office: 55 Broad Street, New York City 


64 BANKING OFFICES IN GREATER NEW YORK 


European Representative Office: 1, Cornhill, London, E. C. 3 


Member Federal Reserve System 
Member New York Clearing House Association 
Member Federal Deposit Insurance Corporation 


Both Common and Preferred shares have a par value of $20 each. 
The Preferred is convertible into and has a preference over the 
Common to the extent of $50 per share and accrued dividends. 


DIRECTORS 


PAOLINO GERLI 
Vice-President, 
E. Gerli & Co., Inc. & Co., Inc. 

HARVEY D. GIBSON HAYWARD NIEDRINGHAUS 
President President, Granite City 

CHARLES L. HOGAN 
President, Lone Star Cc. R. PALMER 
Cement Corporation President, Cluett, Peabody 

& Co., Ine. 

JOHN L. JOHNSTON 
President, GEORGE J. PATTERSON 
Lambert Company President, Scranton & 

—_ — Lehigh Coal Co. 

OSWALD L. JOHNSTON 
Simpson Thacher & HAROLD C. RICHARD 
Bartlett New York City 

ELLIS P. EARLE CHARLES L. JONES HAROLD V. SMITH 
President, Nipissing Executive Vice-President, President, Home 
Mines Co. National Distillers Insurance Co, 
GUY W. VAUGHAN 

GEORGE MACDONALD President, Curtiss-Wright 
Capitalist Corporation 

SAMUEL McROBERTS HENRY C. VON ELM 
New York City Vice-Chairman 


EDWIN M. ALLEN 
President, Mathieson 
Alkali Works, Inc. 


CHARLES K. BEEKMAN 
Beekman, Bogue, Leake, 
Stephens & Black 

EDWIN J. BEINECKE 
Chairman, Sperry & 
Hutchinson Co, 


EDGAR S. BLOOM 


President, Western 
Electric Co., Inc. 


CHARLES A. DANA 
President, Spicer 
Manufacturing Corp. 


JOHN P. MAGUIRE 
President, John P. Maguire 


HORACE C, FLANIGAN 
Vice-President 


CHARLES FROEB 
President, Lincoln 
Savings Bank 
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ury and could not provide a permanent 
solution to the problem. The second 
course is largely self-liquidating; it helps 
farm families get off relief and stay off; 
and therefore, it opens at least one 
avenue toward a permanent solution of 
our national farm problem. 

The program of the Farm Security 
Administration includes four major ac- 
tivities—rural rehabilitation, farm debt 
adjustment, loans to tenant farmers for 
land purchases, and subsistence grants. 

Rural rehabilitation consists princi- 
pally of making small loans to needy 
farm families unable to obtain adequate 
credit from any other source, for the 


purchase of such bare farming essen- 
tials as seed, a plow, a mule, a few 
chickens. Loans are made only to those 
families which agree to operate their 
farms under sound management plans, 
worked out in cooperation with Farm 
Security Administration supervisors. 
Loans are made for a period of five 
years, carry an interest rate of 5 per 
cent, and have averaged about $300 
each. Up until June 1, 1938, rehabilita- 
tion loans totalling $203,269,000 had 
been made to more than 646,000 farm 
families. An overwhelming majority of 
these families are meeting their pay- 
ments. A total of more than $50,000,000 


The 
New York Trust 
Company 


I00 BROADWAY 


40th St. & Madison Ave. 


Fifth Ave. & 57th St. 


Representative's Office: 8 King William St., London, E. C. 4 


CONDENSED STATEMENT OF CONDITION 
At the close of business, September 30, 1938 


ASSETS 
Cash on Hand, and in Fed- 
eral Reserve and Other 
Banks . . .$115,121,307.57 
Exchanges, Collections and 
Other Cash Items 
United States Government 
Securities . . .  « 141,069,269.48 
Reconstruction Finance 
Corporation Notes . . 
Other Bonds and Securities 
Loans, Discounts and 
Bankers’ Acceptances 
Interest Receivable, Ac- 
counts Receivable and 
Ocher Assets . . . . 
Real Estate Bonds and 
Mortgages 
Customers’ Liability for 
Acceptances and Letters 
4 
Liability of Others on Ac- 
ceptances, etc., Sold with 
Our Endorsement. 
Equities in Real Estate. 
Banking Premises—Equity 
and Leasehold .  2,771,872.64 


$438,077,572.70 


42,151,881.89 


3,300,000.00 
16,813,634.91 


94,493,170.05 


4,804,108.88 
4,964,559.91 


6,093,946.73 


5,681 ,394.12 
812,426.52 


LIABILITIES 
$364,460,926.23 


Outstanding 
and Cer- 
tified 
Checks . 


Deposits . 


12,830,178.10 377,291,104.33 


Dividend Payable October 


625,000.00 


Accounts Payable and Other 
Liabilities . . 3,486,833.64 
Acceptances and Letters of 
Credit . : 6,140,117.65 
Acceptances, etc., Sold with 
Our Endorsement. 5,681 394.12 


Reserve for Contingencies.  4,414,271.02 


Capital 12,500,000.00 
Surplus 


Undivided 
Profits . 


25,000,000.00 


2,938,851.94 40,438,851.94 
$438,077,572.70 


United States Government obligations and other securities carried at $21,107,668.47 in the above 
statement are deposited to secure public and trust deposits and for other purposes required by law. 
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New York 
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DEAN SAGE 
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New York 
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Curtis, Belknap Webb 


MEDLEY G. B. WHELPLEY 
Guggenheim Bros. 


Member of the Federal Reserve System, of the New York Clearing House Association and of the Federal Deposit Insurance Cor poration 


already has been repaid and about 50,- 
000 families have wiped out their debt 
completely, long before it was due. 
Funds totalling $120,000,000 have been 
set aside to carry on this work during 
the 1938-39 fiscal year. 

Loans are also made to groups of 
farmers who band together to buy the 
more costly types of farm machinery, 
such as threshing machines, or to set up 
cooperative marketing organizations. 
Loans for this purpose totalled $4,200,- 
000 up to June 1, 1938. 

Another phase of the Farm Security 
Administration program is designed 
primarily to aid farm families stranded 
on exhausted, eroded land to re-establish 
themselves on better farms capable of 
producing a decent living. 


TWO PLANS 


TWO methods have been worked out 
to accomplish this end. The first in- 
volves the moving of stranded families 
into new farm communities, planned 
and developed by the Farm Security 
Administration. The houses, barns and 
community buildings in these communi- 
ties are constructed by the Farm Secu- 
rity Administration at the lowest pos- 
sible cost consistent with good building 
practice. Under Farm Security Admin- 
istration regulations the cost of houses 
built in the South may not exceed 
$1,300. A cost limitation of $2,100 has 
been placed on houses built in the north- 
ern states. In several of these communi- 
ties the farmers operate their lands 
cooperatively, which permits them to 
take advantage of the savings from 
large scale operating methods. 

The second plan involves moving 
stranded families on to individual farms 
scattered through already established 
areas where it has been possible to ac- 
quire desirable lands cheaply. About 
10,000 farm families have been re- 
established by these two methods. 

Many farmers have become so hope- 
lessly overburdened with debt that it is 
impossible for them to get back on their 
feet until some readjustments have been 
made. For this reason, the Farm Se- 
curity Administration has organized lo- 
cal farm debt adjustment committees, 
which attempt to arrange an equitable 
settlement between the debt-ridden 
farmer and his creditors. 

Although such committees merely 
serve as mediators, without any author- 
ity to enforce an agreement, they had 
negotiated readjustments in 74,719 in- 
dividual cases up to June 1, 1938. The 
total indebtedness involved was scaled 
down $61,529,000, or an average of 
about 25 per cent, and many other ad- 
justments were made in interest rates 
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and terms of payment. In this way, 


the development and maintenance of 
the essential foreign trade services under 
the American flag and to build vessels 
for its own account for charter to opera- 
tors of essential foreign services which 
the commission might consider as being 
inadequately served by owners of Amer- 
ican flagships. 

The commission was authorized to 
engage in three types of loan transac- 
tions for the aid of shipping. 

1. Loans under Section 502 (c): If 
the vessel is eligible for a construction 
subsidy under Title V of the Merchant 
Marine Act, 1936, the applicant is also 
entitled to a loan in the amount of 75 


per cent of the purchase price (excluding 
the cost of national defense features). 
Under the terms of Section 502 (c), he 
pays down 25 per cent and the balance 
is payable in not more than 20 years 
with interest at 314 per cent. The down 
payment is payable to the commission 
at the time and in the same proportion 
as payments are made by the commis- 
sion to the shipbuilder under the com- 
mission’s construction contract. 

The vessel on which a construction 
loan is made in connection with the 
granting of a construction subsidy, must 
fulfill all the eligibility requirements set 
forth in Title V relating to subsidies, 
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Pe: thousands of farmers have brought obli- 
due. gations within their ability to pay, and 
been their creditors have made substantial 
uring collections on what had appeared to be 
hopelessly frozen assets. Moreover, 
s of about $4,096,000 in back taxes had been 
y the paid to local governmental agencies as 
nery a direct result of this activity. 
et up Under the Bankhead-Jones Act of 
‘ions. 1937, the Farm Security Administration 
200,- was authorized to make loans to com- 

’ petent tenants, sharecroppers and farm 
urity laborers to enable them to buy farms of 
igned their own. During the first year of the 
nded program $10,000,000 was appropriated 
blish for this purpose. Up to June 15, a total 
sle of of 1,068 loans had been made in ap- 

proximately 333 counties. During the | 
current fiscal year the Farm Security | 
Administration is authorized to lend 
1 out $25,000,000 for such land purchases; the 
t ine money is allocated among the states and 
milies territories on the basis of farm popula- 
ned tion and the prevalence of tenancy. 
surity Under some circumstances, where the 
s and farmer has been stricken by floods, 
ry drought, or insects, or where he is not 
Secu- able to rent land capable of producing a 
: pos- living, it has been necessary to extend 
iIding direct relief grants, rather than to make | 
PURI loans. Up until June 1, 1938, a total of 
ouses $71,384,000 had been spent in grants. 
ceed During May, 111,000 families received 
0 has this type of assistance. Every effort is 
north made to reduce the grants by helping 
eal, families to rehabilitate themselves as 
lands soon as possible. Congress appropriated 
$30,000,000 to carry on this work during 
frais the current fiscal year. 
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oad the United States Maritime Commission. | 
Ps HE United States Maritime Com- | 
2 mission was created under the Mer- | 
pm . chant Marine Act, 1936, and under its 
or authority took over all duties and func- 
ridden | tions, assets and liabilities of the United 

| States Shipping Board and the United 
oot. States Shipping Board Merchant Fleet 
“ sell Corporation. When the act became ef- 
A rw fective the board ceased to function and 
8 The the corporation was dissolved. 
oer ed The United States Maritime Com- 

f mission also was vested with authority 
age 4 to pay operating and construction dif- | 
oll ferentials to owners and shipbuilders in | 


N 
ovember 1938 


| (751 
/ 


NIVERSAY 
SAN FRANCISCO * 


FIREMAN’'S FUND 
Indemnity Company 


OCCIDENTAL 
Indemnity Company 


Boston > Atlanta) 


121 


B 
4 
= | 
= 


construction and operation. Further- 
more, the operator of a vessel receiving 
the construction subsidy and loan is 
required to comply with certain pro- 
visions of Title VIII of the act concern- 
ing foreign flag operation, inspection of 
books, lobbying, operating stevedoring, 
ship repair and continuous services op- 
erating in the coastwise trade, salary 
limitations, and others. 

Since a vessel eligible for a construc- 
tion loan and subsidy would be operat- 
ing in foreign trade and hence be eligible 
also for an operating subsidy, it is safe 
to say that whoever is prepared to com- 
ply for a construction loan and subsidy 


— 


should be prepared to comply as well 
with the provisions of Title VI govern- 
ing the granting of operating subsidies. 

2. Loans under Section 509: The 
commission is authorized under this 
section to loan 75 per cent of the cost of 
the construction of a vessel (excluding 
the cost of national defense features) for 
operation in either the foreign or domes- 
tic trade. This type of loan may be 
made to the operator who does not want 
or is not eligible for a construction or an 
operating subsidy. 

The balance of the purchase price 
must be paid within 20 years in not 
more than 20 annual installments with 
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interest at 3% per cent. The security, 
of course, will be a preferred mortgage 
and such other collateral as the com- 
mission might require. On loans made 
under these sections the commission is 
authorized to accept three-fourths of 
one per cent less than the minimum 
rate which would otherwise be charged 
with respect to the period of construc- 
tion of the vessel and its operation ex- 
clusively in the domestic trade. 

An applicant for a loan without a 
subsidy under Section 509 is, of course, 
free from the supervision which the act 
attaches to subsidized operation. How- 
ever, such a person would have to com- 


ply with the provisions of Title VIII 


with respect to the provision against 
lobbying and to the opening of his books 
for inspection by the commission. 

If ships constructed either under Sec- 
tion 502 (c) or 509 are to be built on the 
West Coast, the Pacific Coast ship- 
builders’ bid may be 6 per cent higher 


| than the bid of the lowest responsible 
| bidder on the Atlantic Coast. 


3. Insured ship mortgages under 


| Title XI: During the last session of 
| Congress considerable agitation arose 
| for Government assistance to domestic 


shipping. This agitation was occasioned 
by the withdrawal of the Panama Pa- 
cific Line from the intercoastal trade. 
This focussed congressional attention on 
the plight of domestic shipping gen- 
erally. Title XI of the Merchant Marine 
Act, 1936, as amended, approved June 
23, 1938, provides in brief that the 


| Maritime Commission may insure mort- 
| gages for the construction, repairing or 


reconditioning of vessels of the United 
States registry. The law is patterned to 
a certain extent upon the theory of the 
National Housing Act which created the 
National Housing Administration. Un- 


| der it the commission guarantees 75 per 


cent of the mortgage loan. To obtain the 
benefits of the insurance contract the 
lender or mortgagee must foreclose his 
mortgage, obtain delivery of the vessel 
and redeliver it to the commission in 
exchange for which he will receive de- 
bentures in the amount of the unpaid 
indebtedness. An insurance premium is 
charged and the Act imposes certain 
conditions for the granting of the loan 
and the maintenance and supervision of 
the property. 

Since January 1, 1938, the Maritime 
Commission either in cooperation with 
private operators or for its own account 
has placed orders for 37 new ships, one 
of which will be the largest passenger 
liner ever built in the United States. It 
is designed to take the place of the 


S.S. Leviathan. 


The commission also has issued in- 
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yitations for bids on a series of cargo|"“A LOCAL HABITATION AND A NAME” 


ships known as the C-3 which it has| 
designed for foreign trade routes. 

The balance sheet of the Maritime | 
Commission as of December 31, 1937, | 
shows net assets of $200,645,249. Among | 
the principal assets are $111,122,398 
in cash; $68,786,544 in mortgage notes 
on construction loans; $9,030,175 in 
mortgage notes on ship loans; $7,901,- 
751 in accounts and interest receivable; | 
$12,470,775 in fleet vessels, tugs, barges 
and launches at appraised values and 
$16,790,625 in deferred charges and pre- 
paid expenses, ship construction, termi- 
nals and miscellaneous. 

The same balance sheet shows total 
liabilities of $30,726,819 of which the 
principal item is $16,759,586 in com- 
mitments on ship construction and ter- 
minals. An item of $5,744,214 is carried | 
in the account as a reserve for ocean 
mail contract settlements and accounts | 
payable amounting to $4,597,174, while | 
marine insurance accounts for $1,794,- | 
852. 

Under the commission’s program of | 
50 ships a year for 10 years, mortgage | 
notes on construction and sale are ex- 
pected to increase substantially as an 
orderly program of replacement de- 
velops. 


Rural 
Electrification 


By JOHN M. CARMODY | 


Mr. Carmopy is Administrator of the 
Rural Electrification Administration. | 


LECTRIC service for farms has had | 
its first speedy large-scale develop- 
ment in the three years since REA was 
established. Rural power is no longer a | 
luxury, confined to the big farms and | 
the farms close to our cities. The power 
lines have marched into the great dirt 
farm areas where utility lines were few 
and oil lamps still a commonplace. The 
result is that the number of American 
farms receiving central station electric 
service has almost doubled. 

Rural electrification began soon after 
the World War. Fifteen years later, in 
the Spring of 1935, central station serv- 
ice was limited to little more than one 
farm in ten. Today, more than one farm 
in six, or in excess of 18 per cent, have 
at their command the “universal serv- 


ant” which holds so much of promise | 


for a new era in American agriculture. 
The gap between urban and rural 
standards of living is closing. 
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Who Is Anne Lewis? 


Anne Hathaway, as all the world knows, was the name 
of Shakespeare’s wife. Anne Rutledge was Lincoln’s 
first love. But who is Anne Lewis? 

Nobody ever heard of Anne Lewis in New York or 
Chicago, but you just ask anybody in her home city! 

There Anne means more than the Duchess of Wind- 
sor. Everybody knows and likes her. Everybody is in- 
terested in her various civic and social activities. 

That’s why Anne’s name appears so often in the 
community’s Localnews Daily. It’s news! 

And what is true of Anne Lewis’ name applies to all 
local names. The more of them, the more news—and 
the more reader interest from everybody. 

Because Localnews Dailies make local names the 
outstanding feature in every issue, they are read more 
consistently and thoroughly than any other medium. 
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REA projects alone are bringing new 
conveniences and opportunities to ap- 
proximately 250,000 rural families, 
comprising some 1,250,000 men, women 
and children. Some 250 projects are 
already in operation. More than 100 
others are under construction and will 
soon be ready to be energized. Lines 
are going up in 43 states, financed by 
loans totaling, at the close of the fiscal 
year June 30, 1938, nearly $90,000,000. 
The loans are generally for the whole 
cost of the project and must be paid 
back with interest in 20 to 25 years. 

In addition to the approximately 
80,000 miles of rural power line made 
possible through these REA loans, 
there are 20 generating plants, com- 
pleted or on the way, for projects where 
wholesale power could not be purchased 
from existing sources under equitable 
terms and conditions. These generating 
plants account for over $2,880,000 of 
the total loaned. Generating plant al- 
lotments totaling above $1,000,000 
more were rescinded when other sources 
of power finally became available, mak- 
ing it unnecessary actually to build the 
plants. More than $1,500,000 has been 
allotted to projects desiring to finance 
wiring and plumbing installations for 
their customers. 


The appropriation by the Congress of 
an additional $100,000,000 together 
with the $40,000,000 in the regular ap- 
propriation for the coming fiscal year, 
will enable REA to clean up a great 
volume of unfilled requests and care for 
a normal year’s increase in applications 
as well. 

Although rural electrification had 
virtually come to a standstill by 1935, 
the private utilities have more than 
kept pace with REA in the three years 
since. The years 1936 and 1937 were 
each in turn record-breaking from thé 
point of view of new rural customers 
connected to private utility lines. 
Where 1933 and 1934 combined saw 
some 34,000 new rural customers served 
by utility companies, more than 300,000 
new rural customers have been con- 
nected since REA was established. Re- 
covery from the depression of course 
played an important part in this sensa- 
tional spurt, but there can be no doubt 
that a large part of the activity should 
be attributed to Government stimula- 
tion. 

The Federal Government’s rural 
electrification program has had two 
major effects outside the direct financ- 
ing of rural lines. It has broken the long- 
standing taboo that farmers cannot 


afford electricity. The record of private 
utility connections bears eloquent testi- 
mony to the fact that industry no 
longer believes the farm is not worth 
bothering about. The Government’s 
program has also shown the way to im- 
portant reductions in the cost of lines. 
Simplified design and standardization 
have approximately halved construc- 
tion costs. Where $1,500 to $2,000 per 
mile and more was once considered 
reasonable, REA-financed lines are 
averaging $1,000 or less per mile com- 
plete, and construction costs of $700 
per mile and even $600 per mile are be- 
coming increasingly common. 

REA engineers did not invent most 
of these improved techniques. They 
served as a catalytic agent, gathering 
up the best known practices, standard- 
izing them and popularizing their use. 
The companies have been quick to 
adopt the advances. 

The rural electrification program has 
meant important new markets for in- 
dustry. Every $1,000,000 lent means 
nearly $750,000 for the manufacturers 
of poles, wire, transformers, meters, in- 
cidental hardware such as brackets and 
insulators, and construction equipment. 
It means nearly a quarter of a million 
dollars in direct labor, excluding that 
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KING 


portion of the cost of materials which 
finally to labor. 

A $1,000,000 loan also means at 
least 1,000 miles of new line, serving 
approximately 3,000 new rural cus- 
tomers. These new consumers wire 
their homes and farms at once and at 
their own expense. They spend an 
average of around $85 per farm, or a 
total wiring cost of $255,000, generated 
by the $1,000,000 loan. The same 
$1,000,000 loan generates an additional 
expenditure by the new consumers of 
some $750,000 for appliances. 

In short, every $1,000,000 loan made 
by REA means approximately another 
$1,000,000 put into circulation. On top 


of this there is the growing market for | 


the sellers of electric energy, chiefly the 
private utilities. Finally, there are the 
incalculable new opportunities for a 
host of manufacturers to tap (through 
radio) an almost virgin market. Taken 


together these figures begin to indicate | 


the meaning of rural electrification not 
only to American farmers, but to 
American industry as well. As the rural 
power lines continue to go up through 
the years, as I believe they will, they 
will benefit more and more both the 
farmers and industry. 


From Washington 


H.O.L.C. Mortgages 


The Home Owners’ Loan Corpora- 
tion seems to be getting its home mort- 
gage foreclosures under control. The 


additions to its real estate held for sale | 
as shown by Treasury figures during | 


the first eight months of the current 
year have been: January, $19,808,716; 
February, $15,821,018; March, $14,- 
238,959; April, $13,458,652; May, $10,- 
260,558; June, $5,773,623; July, $5,379,- 
021 and August $3,179,669. Nevertheless 


the organization of home owners deter- | 
mination to secure even more liberal | 


treatment from the Corporation con- 
tinues. The debtors contend for a 
reduction of interest from 5 to 3% per 
cent, extension of amortization pay- 
ments from 15 to 25 years; a morato- 
rium upon amortization payments for a 
period; and permission for former own- 
ers to rent their homes at a low rate in 
cases where foreclosure is necessary. As 
to the latter demand, there are some 
states in which the dispossessed mort- 


Baby Bonds 


It is doubtful if any one, including 
the Federal Treasury, ever expected 
the issue of United States Savings 
Bonds to exceed a billion dollars but on 
September 30 the current redemption 
value of such bonds in the hands of the 
public amounted to $1,333,515,346 and 
sales are running at the rate of around 
$350,000,000 a year. 


Land Bank Bonds 


It is expected that the Federal Land 
Banks will borrow from commercial 
banks to retire the $14,021,600 of 414 


per cent individual bank bonds callable 
November 1 and discharge the debt 
to the banks as amortization payments 
come into the banks from farmer bor- 
rowers. With the redemption of this 
bloc of 4% per cent obligations, less than 
a million dollars of individual Land 
Bank bonds will be outstanding. 


Paint 


In the F.H.A. home repair and mod- 
ernization loans, painting continues to 
take first place, followed by structural 
repairs, heating apparatus and plumb- 
ing. The proportion in the several parts 
of the country is surprisingly uniform. 


ONE DOMINANT 


PURPOSE 


One purpose underlies 


Central Hanover dealings 


with each correspondent 


bank: to try to make the 


relationship advantageous to 


both institutions. 
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BANK AND TRUST COMPANY 
NEW YORK 
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gagors are able to occupy their lost | 
property for extended periods without | 


rent. 


November 1938 


DEPOSIT 


INSURANCE CORPORATION 


| 
> 
| Oe | 
- 
| 
| 
| 
| 
| 
| 
| 
125. 


Clear the Tax Horizon 


Tuomas I. PARKINSON, President, 
Equitable Life Assurance Society, be- 
fore the NEw York FINANCIAL ADVER- 
TISERS ASSOCIATION. 


OW are the institutions which in- 

vest the people’s money, such as 
the life insurance companies, to feel 
about buying tax-exempt obligations of 
the Government when it is very possible 
that the exemption may be voided at 
any minute and when the institutions 


have been notified of the Government’s 
intention of taking away the very thing 
it offers to make its securities attractive 
— tax exemption? It is the duty of the 
Government rather to clear up the tax- 
exemption question at once and for all 
through constitutional amendment than 
to endeavor to outsmart the nation’s 
business men. 

The Treasury Department is doing 
nothing for the people, the investors of 
the country, by obtaining artificially 
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low interest rates through the generally 
condemned instrument of the tax- 
exemption clause, and thus making it 
appear as though the bonds of our cor- 
porate enterprises should rightfully 
have an equally low rate of interest. The 
men and women of the country, who are 
the life of the great insurance institu- 
tions, cannot live for long with unrea- 
sonably low interest rates. 

Why does the Government seem to 
prefer legislation as the method of ef- 
fecting abolition of tax exemption when 
constitutional amendment would be the 
quicker and easier way? Either Govern- 
ment officials fear that the people of the 
country do not wish abolishment of tax 
exemption or they fear that any amend- 
ment adopted by the people would not 
apply to already outstanding tax- 
exempt securities and thus would not 
open up this huge reservoir of revenue to 
the Treasury. 

While it is the duty of business men 
to take the initiative and direct their 
energies in the fields where the Govern- 
ment cannot possibly have the experi- 
ence and knowledge to act, business is 
helpless in this particular field until the 
Government makes the first move in 
clearing the horizon and laying before 
every one a tax program which leaves 
no doubts or questions. 


Aladdin or 


Frankenstein? 


Dr. Kart T. Compton, President, 
Massachusetts Institute of Technology, 
before the INTERNATIONAL MANAGE- 
MENT CONGRESS. 


a recent years much discussion has 
centered around technological unem- 
ployment,—the loss of work due to 
obsolescence of an industry or use of 
machines to replace workmen or in- 
crease their per capita production. Are 
machines the genii which spring from 
the Aladdin’s Lamp of Science to supply 
every need and desire of man, or are 
they Frankenstein monsters which will 
destroy man who created them? Star- 
tling examples of both viewpoints can 
be given. I shall only try to summarize 
the situation as I see it, as follows: 

If we look at industry as a whole, 
without inquiring into particular cases, 
we would conclude that technological 
unemployment is a myth, because sta- 
tistics show no decrease in the fraction 
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LING 


DIGEST 


of our population gainfully employed 
during the last few generations in which 
machine production has become impor- 
tant. This is because technology has 
created so many new industries and has 
so greatly increased the market for 
many commodities by lowering the cost 
of production to make a price within 
reach of large masses of purchasers. 

In individual instances, however, 
technological unemployment may be a 
very serious social problem,—as in a 
town whose mill has had to shut down, 
or in a craft which has been superseded 
by a new art. Here the fact that tech- 
nological unemployment does not exist 
as measured by overall statistics is of 
small comfort to the families whose 
wage earners have lost their jobs. 

I believe that two principles should 
guide us in these matters. Improved 


products and services should be made | 


available to the public, and not forcibly 
estopped to protect any entrenched 
business or any group of workers who 
would be thrown out of jobs by the 
change, but with this proviso: the 
change should be made in a manner to 
afford generous protection to the work- 
ers affected by it. This is a definite job 
for management, in which efficiency 
should be tempered by humane consid- 
erations (an attitude which, I believe, 
makes for real efficiency in the long run). 

Various methods are available for 
reducing the shock of technological 
changes, such as retraining workers, 
gradual changeover to fit the normal 
turn-over of personnel (as followed by 
the telephone companies in introducing 
automatic switching), pensions and un- 
employment insurance, efficient em- 
ployment agencies for labor exchange, 
cooperation between industries of a 
community to synchronize lay-offs in 
one company with new employment in 
another, etc. 

In any case, I believe that the funda- 
mental criterion for good management 
in this matter, as in every other, is that 
the predominant motive must not be 
quick profits, but best ultimate service 
of the public. This is a topic in itself 
which deserves much elaboration, but I 


must leave it to your own thoughts for | 


interpretation and application. 


Selling Is Telling 


HERE is no time in the conduct of a 
business when we can drift. We must 
incessantly drive ahead. There is no 


mystery about moving goods. Selling is | 
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simply telling about your product in 
simple, understandable language, in 
terms of the prospect’s needs and de- 
sires, and in such a way that he wants 
your product more than the money you 
ask in exchange.—FREDERICK W. NICH- 
oL, Vice-president and General Man- 
ager, International Business Machines 
Corporation. 


L.S.P.U. 


_— record of management not only 
shows no exorbitant profits on the 
whole, but actually shows extreme and 
fatal losses which in many cases might 
be laid directly to mismanagement. The 


overing 
AUAAG 


profits are so small, as a rule, that I am 
surprised the stockholders do not form a 
union to demand a greater return. Per- 
haps they need only a John L. Lewis to 
arouse them. 

In any case, a lucrative reward awaits 
some enterprising person as president of 
the International Stockholders Protec- 
tive Union. The I.S.P.U. might serve a 
useful purpose by presenting compre- 
hensive demands for a greater share of 
the income of business to offset insistent 
demands of other groups. 

No, management is not guilty of ex- 
orbitant profits——A. W. RoBERTsoN, 
Chairman, Westinghouse Electric & 
Manufacturing Company. 


AND KNOWING CONDITIONS 


e Throughout the Dominion, the Bank of 
Montreal operates through more than 
500 branches, each of which is in close 
contact with the community it serves. 


@ To American bankers, financially inter- 
ested in Canada, the bank thus provides 
not only an unexcelled banking service, 


but a source of valuable information. 


@ Enquiries are welcomed by the Business 
Development Department in Montreal, 
or at any of the United States offices 


BANK OF MONTREAL 


ESTABLISHED 1817 


ASSETS 


OVER 


$800,000,000 


NEW YORK AGENCY, 64 Wall Street — A. J. L. Haskell, K. C. Winans, 


CHICAGO OFFICE, 27 South La Salle Street — A. Macpherson, Manager 


SAN FRANCISCO OFFICE, Bank of Montreal (San Francisco), 333 Cali- 
fornia Street —k G Woods, President 


HEAD OFFICE — 


MONTREAL 


G.R Ball, Agents 
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Management’s Creed 


Lewis H. Brown, President, Johns- 
Manville Corporation, before the In- 
TERNATIONAL MANAGEMENT CONGRESS. 


E whose responsibility it is to sup- 

ply the needs of the public for goods 
and services and who recognize our ob- 
ligations to stockholders and employees, 
believe: 

That we should constantly seek to 
provide better values at lower costs so 
that more of our people can enjoy more 
of the world’s goods. 


That we should strive to develop the 
efficiency of industry so as to earn a fair 
return for the investing public and pro- 
vide the highest possible reward for the 
productivity of labor. 

That we should stimulate the genius 
of science and utilize the methods of re- 
search to improve old products and 
create new ones so as to consistently 
provide new fields of employment for 
the present and the coming generations. 

That management should encourage 
fair trade practices in business which, 
whether effected by competition or co- 
operation, will be so shaped as to be for 


Personal Loan 


Insurance 


Increase your Personal Loan volume through 
our Personal Loan Life Insurance which 


operates without cost to the bank — and 
pays the note in the event of the borrower’s 
death. We have always specialized exclusively 
in providing Personal Loan Insurance for 
Banks. Complete information upon request. 


We Solicit Inquiries from Banks 


Che Credit Lite Co. 


HOME OFFICE 


Springheld, Ohio 


JOHN F. HoLLeNBECK 
President 


Directors Committees 


NEW YORK 


CHICAGO 


Examinations 
of 
Banks and Trust Companies 


for 


R. G. RANKIN & CO. 


CERTIFIED PUBLIC ACCOUNTANTS 


WASHINGTON 


the best interest of our customers and of 
society as a whole. 

That it is management’s duty to be 
alert to its own shortcomings, to the 
need for improvement, and to new re- 
quirements of society, while always rec- 
ognizing the responsibility of its trustee- 
ship. 

That business in this country has 
never been what it could be and never 
what it yet will be. 

That business, labor, government and 
agriculture, working hand in hand, can 
provide jobs and the opportunity for all 
to work for security without loss of our 
liberty and rights as free men. 

That is my suggestion of a common 
meeting ground not only for manage- 
ment and labor, but for all of us. 

What we need, more than anything 
else today, is to affirm those principles 
upon which government and business, 
labor and agriculture can work together 
in the solution of a common problem. 
Once we are agreed upon our true ob- 


| jectives as a nation, unity of action will 
bring lasting business recovery. 


Without business recovery, based up- 
on sound national policies, there can be 
no stability, no security—nor can lib- 
erty itself be long preserved. 


Trust Department 


Cost Analysis 


ROBERTSON GRISWOLD, President, 
Trust Division, American Bankers As- 
sociation, and Vice-president, Maryland 
Trust Company, Baltimore, before the 
Mip-ConTINENT TRUST CONFERENCE. 


institutions throughout the 
country are awakening to the value 
of having cost analyses made of their 
trust departments. 

Where these analyses have been com- 
pleted, they show in far too many cases 
that the personal trust end of the de- 
partment was in the red. As the expense 
side of the ledger was not usually sus- 
ceptible of reduction because of costs 
resulting from economic conditions and 
governmental requirements, and thus 
beyond control, the necessity for in- 
creased compensation became of para- 


| mount importance if these trust de- 
| partments were to continue in existence. 


However, in many communities, the 


| fees for trust services had not been 


changed in generations, and it was not 
simply a matter of announcing that you 
had revised your rates upward. The 
courts, the legislature and the public 
had a say in the question, and unless 
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KING 


NEW YORE 


A development in the burning of liquid fuel which provides: 


1. UNLIMITED FIRING RANGE— 


without change of burner tips 

without change in oil delivery pressure 
without change in angle of spray 
without loss of atomizing efficiency 


2. AUTOMATIC CONTROL— 


without loss of efficiency over all firing ranges 


STEAM requirements can be instantly and 
automatically followed, under all conditions, 
with maximum speed, economy and accuracy. 


The Todd Variable Capacity Burner utilizes 
the basic principles of standard-type, mechani- 
cal pressure atomizing burners but is distin- 


guished by its exclusive ‘varying range” 
feature. It saves fuel—reduces maintenance 
charges—-increases plant efficiency. It has 
been subjected to the most rigid and exhaustive 


* Patent applied for 


laboratory tests, and many installations are 
now in satisfactory use. 


Although the new Todd Variable Capacity 
Burner is a combustion engineering triumph, it 
is but one of many Todd achievements. Todd 
service is world-famous and comprises the de- 
sign and manufacture of the correct size and 
type of combustion equipment for every marine, 
commercial or industrial need. If you have a com- 
bustion problem-—look to Todd for the answer! 


ComBUSTION EQUIPMENT, Inc. 


Division of Todd Shipyards Corporation 


601 West 26th Street. New York City 


MOBILE NEW ORLEANS 
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SEATTLE 


‘VARIABLE CAPACITY #5 BURNER 
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one’s claims could be substantiated by 
reliable data and figures there would be 
no justification for such action in the 
eyes of anyone. 

The problem has been approached in 
at least two cities by a cost analysis of 
every trust department in the city, 
under the supervision of a central audit- 
ing authority which conducted a strictly 
uniform examination and through which 
all figures were checked and cleared. 
Assuming that an investigation of this 
nature will disclose that the personal 
trust business in a given community is 
being carried on at a loss to every 
bank located therein, it would seem rea- 


CREATING NEW VALUES 


in modern I 


correspondent relationships 


A growing number of out-of-town bankers find satisfac- 
tion in the experienced correspondent service offered by 
The Northern Trust Company in Chicago. They enjoy the 
discussions of mutual problems which frequently accom- 
pany their visits to this institution. They often benefit by 
the extensive fund of business information which is at 
their disposal here. Other bankers who seek a Chicago 


correspondent are invited to make inquiries. 


THE NORTHERN 
TRUST COMPANY 


sonable to assume that the evidence 
thus produced would be sufficiently con- 
vincing to persuade the courts or the 
legislature of the fairness of granting 
reasonable relief. 


What You Are 


a things you do every day will 
crop out and show to the public 
what you are, regardless of what other 
things you may do and say in your pub- 
lic relations program.—Bayarp S. Cot- 
GATE, President, Colgate Palmolive 
Peet Company. 


50 SOUTH LA SALLE STREET, CHICAGO 
Member Federal Deposit Insurance Corporation 


Good Commercial 
Loans 


F. A. GERDING, President, Lllinois 
Bankers Association, and President, 
First National Bank, Ottawa, before 
GRouP MEETINGS. 


new ideas which are being 
sprung on us almost every day, new 
types of competition, new power and 
authority in supervising departments, 
change in styles of earning assets, all 
these and many many more require our 
constant vigilance and our continued 
cooperative thought and action. We are 
being criticized for doing those things 
which in the past have been considered 
proper for us to do and for not doing 
those things which, at the same time, 
have been considered wrong for us as 
banks to do. One authority will insist 
upon us liberalizing our loaning policy; 
another will remind us that we are the 
trustees for our depositors and should 
take no risks which would jeopardize 
our depositors’ funds entrusted to us. 

The banks of Illinois are alert as their 
interests. They realize that good com- 
mercial loans always have been a source 
of their greatest income and that if these 
loans were available and of proper type 
and would meet the criticism of the 
supervising departments, we would be 
making them to the fullest extent and 
we are making them to the fullest extent 
at the present time. Maybe we are not 
making capital loans—I hope not— be- 
cause an institution whose liabiiities are 
payable on demand may make capital 
loans only if the loans themselves have 
a market at par at all times. Capital 
loans have no such market and we know 
it. Small business, while insisting upon 
a proper consideration of its needs, has 
not placed the blame for lack of capital 
loans upon local banks. That blame is 
placed upon us more for political effect 
than for anything else. 

It is now simple and popular to blame 
the banks for almost everything. Some- 
body must be blamed and that some- 
body is banks. As a matter of fact, 
recent laws, rules and regulations of 
different kinds and descriptions have 
taken away from the modest size busi- 
ness the agencies through which capital 
has been furnished in the past but I can 
assure Mr. Jesse Jones or any other 
public authority who criticizes the 
banks for what they are doing or for 
what they are not doing that the banks 
in Illinois are not losing any opportu- 
nity to make income out of interest. 
They welcome every application for a 
loan which they can take, but they also 
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appreciate their responsibilities as trus- 
tees for their depositors’ funds. 

Without any reservation, I believe 
that I can truthfully say that no re- 
sponsible or worthy borrower who 
might apply for a loan for any sound 
venture and who can assure the safe re- 
turn of the borrowed funds within a 
reasonable length of time, will be re- 
fused by any banker. We all want to as- 
sist legitimate business in our respective 
communities. We all know our success 
depends on the success of all others in 
our communities. 

We all know our greatest past income 
came from local loans. We are in busi- 
ness to make a profit. Why would we 
foolishly turn down an opportunity for 
increased income through local loans? 
We hope the public realizes our position, 
and T am sure they do. 


A Revolution in Trust| 
Administration 


F. Cyrit James, Professor of Eco- | 
nomics, Wharton School of Commerce 
and Finance, before the A.B.A. Mip- 
CoNTINENT TRUST CONFERENCE. 


LL the traditional principles of trust 
investment are vitiated by the cir- | 
cumstances in which we find ourselves. 
The pleasant certainty of the late 19th 
century seems to have vanished in the 
20th, and we are compelled to revise our 
ideas. Only by means of a return to 
more flexible principles of trust adminis- 
tration is it possible to meet such a situ- 
ation as that which confronts us. 


In the long run, if trustees are to per- 
form their fiduciary functions satis- 
factorily, it is apparent that they must 
again undertake untrammelled dis- 
cretionary management of the estate 
committed to their charge. Investments 
in stocks and real estate—the only pos- 
sible hedges against long-run inflation— 
must become as important as, if not 
more important than, investments in 
bonds and mortgages. The trustee, in 
fact, can only succeed in his task if he is 
willing to become a managing entre- 
preneur, since, when the monetary 
system of a country shows signs of 
weakening, we are forced back to the 
underlying realities of production and 
distribution. 

Such a change in the principles of 
trusteeship would naturally involve im- 
portant alterations in current practice. 
On the legal side, it is apparent that the 
regulations imposed on trustees by 
courts and legislatures must be liberal- 
ized along lines that will allow greater 
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freedom of action in the selection of de- 
sirable investments, while trustors must 
be encouraged to refrain from rigid 
instructions in wills and other deeds of 
trust. 

It is clear that the routine process of 
trust administration must be altered 
just as much as legal regulations are 
liberalized. Wider fields of choice in the 
selection of trust investments necessi- 
tate the acquisition by the trustee of 
detailed and accurate knowledge re- 
garding types of security and fields of 
economic activity that have hitherto 


been largely outside his field of opera- 


tions. Moreover, since skillful adminis- 
tration in the light of changing circum- 
stances requires constant study and fre- 
quent reconstruction of the portfolio, it 
is obvious that this knowledge must be 
kept up to date. Such a revolution in 
trust administration must inevitably 
tend to increase the costs of handling 
the estate. But in view of the fact that 
successful administration along the lines 
suggested will tend to augment the in- 
come received under the trust, as well as 
preserve the principal from loss, it is not 
unreasonable to suggest that the stand- 
ard scale of fees (fixed on the basis of a 


Shawmut is Boston... 


Over a century ago, this bank took 


its title from Boston’s ancient Indian 


name: Shawmut. Today, the Shawmut 


Indian is known throughout New Eng- 


land and the nation as the symbol of 


banking strength, loyalty and service. 


THE NATIONAL 


Shawmut Bank 


40 WATER STREET « BOSTON 


MEMBER FEDERAL DEPOSIT 


INSURANCE CORPORATION 


Prectsé as am tcrometer.... 
FULTON CORRESPONDENT SERVICE 
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much less comprehensive service) 
should be raised to a remunerative 
level. Indeed, the experience of a few 
individual trustees and successful in- 
vestment counsellors suggests that the 
public is prepared to pay very much 
more than the standard charges now im- 
posed by trust companies, provided that 
it can obtain the comprehensive service 
that is necessary to enable it to meet the 
changing conditions of economics and 
finance. 


The New Task 


HERE has been too little frankness, 

too little information, too little back- 
ing up on the inside of what on the out- 
side we'say and do. Good management 
runs a sound bank with a carefully se- 
lected and educated personnel and es- 
tablishes constructive public relations 
by downright ability, sound policies,and 
frank and helpful publicity. Bankers 


have, in fact, done a good job and the 
new task is to block present economic 
unrest and criticism, and to educate the 
public that sound banking is essential 
to progress.—J. J. ANTON, Vice-presi- 
dent, First National Bank, Chicago. 


If We Had More 
Savings Accounts 


WHEADON M. Grant, Trustee, Bank 
for Savings & Trusts, Birmingham, 
Alabama, before the MaAssACHUSETTS 
SAVINGS BANKS ASSOCIATION. 


ODAY, whether we like it or not, we 
must think nationally. We savings 
bankers can claim credit for many good 
things, but even our best friends couldn’t 
deny that on the whole we have been a 
parochially minded lot. For some of us 


Our complete banking facilities in- 
sure out-of-town banks and bankers 
prompt, efficient and economical handling of ac- 


counts in Chicago— we invite you to use our facilities. 


Crry Narionat Bank 


AND TRUST COMPANY of Chicago 


208 SOUTH 


(Member Federal Deposit Insurance Corporation) 


LA SALLE 


the world ends a few miles beyond the 
city limits of our'town, others of us 
can’t see to the state line. For self- 
preservation, if nothing else, all of us 
must look at the nation as a whole. 

After more than a century of exist- 
ence, savings banking has not even re- 
motely touched more than 25 per cent 
of the American people, and an even 
less percentage of the area of this coun- 
try. Only 21 states have savings banks 
of any sort, and several of these states 
have only one, yet every day in every 
community in every state countless peo- 
ple are saving part of their wages or 
incomes. 

These people can’t keep these savings 
in their pockets. They must use what- 
ever depositories are available to them. 
In a state like Massachusetts, they use 
the mutual savings banks, but three- 
quarters of the American people have 
never had knowledge of, or contact 
with, a genuine savings bank. Most sav- 
ings bankers, however solicitous they 
may be for the welfare of their local 


| communities, have been as indifferent to 
| this three-quarters of their fellow citi- 


zens as though they were inhabitants of 


| Central Africa. Now the results of this 
| indifference are coming home to roost in 
every savings bank in America. 


Have you ever stopped to think of 


| what the fact that three-fourths of 


America lacks savings banks means toa 


| typical Massachusetts savings bank? 
| First, examine the data of the Census 
| Bureau, and you will observe a wide 
| variation in the per capita savings, in- 


| come, wealth, and purchasing power of 


STREET 


| the several states. You will next observe 
| that all these figures are the highest for 


those states where savings banks are 
most numerous in spite of the fact that 
some of those states are below the aver- 
age in agricultural possibilities and nat- 


ural resources. 


Next get out your legal list of munici- 
pal bonds and compare it with the above 


| figures, and note how few bonds there 
_ are on that list from those areas where 
| there are no savings banks: compare 


Houston 


You will have the opportunity to examine many 
outstanding window and lobby displays, direc- 
tional and departmental signs and new business 
promotional material, produced by a company 
which has served banks exclusively for the past 


13 years. 


| this with the number of bonds that are 


not on your legal list because of lack of 
per capita wealth to make them sound. 
In times like these your portfolio of 
local mortgages is something to worry 
over. 
You realize that, fundamentally, the 
thing that is affecting your mort- 


| gages is the lack of local industrial ac- 


THE BANKETTE COMPANY, INC. 


Serving Banks Exclusively Since 1925 


136 FEDERAL STREET 


BOSTON, MASS. 


| tivity which depresses the entire com- 
| munity, but when you visit your local 


manufacturers and examine their trade 
association statistics you note that the 
areas that lack per capita savings and 
savings banks are those that show the 
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greatest percentage decline in orders for 
the products of your local plants. 

With these figures fresh in your mind, 
you go to lunch with a fellow savings 
banker and while you are cussing and 
discussing the New Deal it may occur 
to you that every financially unsound 
political act that during your lifetime 
has tended to break down the standards 
of individual integrity and political 
morality, without which no genuine 
prosperity can exist, to make your prob- 
lem harder and to jeopardize the safety 
of your investments, has had its origin 
and main support in those regions where 
per capita savings are low and savings 
banks unknown. 


Nothing on earth will make a con- | 


servative out of a radical as efficiently 
as a safe savings account, and nothing 


will so completely make a radical out of | 
a conservative as for him to lose his | 
savings due to the failure of an institu- | 


tion to which he has entrusted them. 


At this point you are justified in say- | 


ing to yourself: If the rest of America 
had a backlog of even half the per capita 
savings of Massachusetts, this and other 
depressions would be less severe. With 
more per capita wealth there would be 
many more sound municipal bonds on 
my legal list for me to choose from. 
When times get bad the rest of the coun- 
try wouldn’t curtail their purchases 
from our local factories so sharply, not 
so many of my depositors would have to 
draw on their savings due to being laid 
off, business activity in my town 
wouldn’t decline to the point of jeopard- 
izing my mortgages, and my rail and 
utility bonds of companies located in 


these areas wouldn’t fluctuate in prices | 


to the degree they do now because the 
operations of these companies would be 


more stable. If more people in the rest | 


of the country had real savings ac- 
counts, political demagogues would 
have less support for their unsound 
measures that hurt my bank. 


Breakage 


E have no techniques for dealing 

with social aspects. Therefore, we | 
have concentrated on the things we un- | 
derstand—the economic aims of busi- 
ness. The last decade has proved that | 
the two things, the economic and the | 


social, cannot be separated. 


Automobile manufacturers know 


what to do instantly when the springs 
of their cars do not hold up. But there 
is breakage going on all the time in the 


social structure, and business men don’t 
know it.—Professor 


tration, Harvard University. 


November 1938 


Puitie | 
Graduate School of Business Adminis- | 


A Period of Estate 
Shrinkage 


Ronatp M. President, 
Corporate Fiduciaries Association of 
Chicago, and Secretary, Continental 
Illinois National Bank and Trust 
Company of Chicago, before the A.B.A. 
Mip-ContTINENT Trust CONFERENCE. 


N taking stock of ourselves—of our 
habitual way of thinking—it may be 
worth recalling that most of us were 
trained in an era of estate accumulation 


and conservation. But for some time we 
have been carrying on in a period of 
estate shrinkage. Lower income from 
bonds, reduced dividends, higher taxes 
beset trust men from without, while in- 
creasing costs, caused partly by condi- 
tions over which we have no control, 
beset us from within. While continuing 
to be conservative, in a trust sense, we 
may have to find new ways to preserve 
the estates entrusted to us and, certain- 
ly, we must find out how to render use- 
ful service with commensurate return 
to our organizations. 

In certain industrial fields, the road of 
progress is felt to lie in better product at 


Save G day with our 


NIGHT TRANSIT! 


HIs institution is one of the nation’s 

few where transit items are not 
only received, but are actually dis- 
patched at night, thereby saving a full 
business day in such transactions. 


Service is expedited by direct send- 
ings to more than 200 correspondents 


in the Midwest alone, and by the full 


employment of Cleveland's frequent 
transcontinental rail and air service 
throughout the day and night. This 
faster presentation minimizes float, and 
the risk on return items as well. 


Write for a detailed schedule of the 
savings in time possible through our 
transit service. 
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The Riggs National Bank 


OF WASHINGTON, D. C. 


welcomes the opportunity to be of service to 
bankers and their clients in the 
Nation’s Capital. 


Complete Banking and Trust Service 


ROBERT V. FLEMING 
President and Chairman of the Board 


GEORGE O. VASS 


Vice President and Cashier 


Resources over $100,000,000 


Member Federal Deposit Insurance Corporation 


Statement of Ownership 


"STATEMENT OF THE OWNERSHIP, MANAGEMENT, CIRCULATION, ETc., REQUIRED BY THE ACTS OF CONGRESS 
or AuGustT 24, 1912, AND Marcu 3, 1933, of BANKING, published monthly at New York, N. Y., for Oct. 1, 
1938. 


"State of New York, county of New York, ss. Before me, a Notary in and for the State and county aforesaid, 
personally appeared William R. Kuhns, who, having been duly sworn according to law, deposes and says that 
he is the Editor of BANKING and that the following is, to the best of his knowledge and belief, a true statement 
of the ownership, management (and if a daily paper, the circulation), etc., of the aforesaid publication for the 
date shown in the above caption, required by the Act of August 24, 1912, as amended by the Act of March 3, 
1933, embodied in section 537, Postal Laws and Regulations, printed on the reverse of this form, to wit: 


“1. That the names and addresses of the publisher, editor, managing editor, and business managers are: 
Publisher, Harold Stonier, 22 East 40th Street, New York, N. Y.; Editor, William R. Kuhns, 22 East 40th 
Street, New York, N. Y.; Managing Editor, None; Business Managers, None. 


2. That the owner is: (If owned by a corporation, its name and address must be stated and also immediately 
thereunder the names and addresses of stockholders owning or holding one per cent or more of total amount of 
stock. If not owned by a corporation, the names and addresses of the individual owners must be given. If 
owned by a firm, company, or other unincorporated concern, its name and address, as well as those of each 
individual member, must be given.) The American Bankers Association, 22 East 40th Street, New York, N. Y. 
(A voluntary unincorporated association of banks: Orval W. Adams, Utah State National Bank, Salt Lake 
City, Utah, President, and Harold Stonier, 22 East 40th Street, New York, N. Y., Executive Manager.) 


43. That the known bondholders, mortgagees, and other security holders owning or holding 1 per cent or more 
of total arfiount of bonds, mortgages, or other securities are: None. 


44. That the two paragraphs next above, giving the names of the owners, stockholders, and security holders, 
if any, contain not only the list of stockholders and security holders as they appear upon the books of the com- 
pany but also, in cases where the stockholder or security holder appears upon the books of the company as 
trustee or in any other fiduciary relation, the name of the person or corporation for whom such trustee is acting, 
is given; also that the said two paragraphs contain statements embracing affiant’s full knowledge and belief as 
to the circumstances and conditions under which stockholders and security holders who do not appear upon 
the books of the company as trustees, hold stock and securities in a capacity other than that of a bona fide 
owner; and this affiant has no reason to believe that any other person, association, or corporation has any 
interest direct or indirect in the said stock, bonds, or other securities than as so stated by him. 


45. That the average number of copies of each issue of this publication sold or distributed, through the mails 
or otherwise, to paid subscribers during the twelve months preceding the date shown above is.—(This infor- 
mation is required from daily publications only.) 
WILLIAM R. KUHNS, 

Editor 
Sworn to and subscribed before me this 26th day of September, 1938. 
Elizabeth Rautanen, Notary Public, Bronx County, New York Co. Clk’s No. 296, Reg. No. 0R196; Bronx 
Co. Clk’s No. 20, Reg. No. 39R40. Certificate filed in Westchester County. 
(My appointment expires March 30, 1940.) 


lower price, through mass production, | 
do not know whether, or to what extent, 
that idea is applicable in our business, 
which is one of personal service rather 
than machines and assembly lines. In the 
past, I have gone so far as to advocate 
a new method of charging fees in meet- 
ing the problem of adequate compensa. 
tion. But I do know that in considering 
this and other problems, no one trust 
officer, no one trust company can ac. 
complish much. It is a common task, 
calling for common effort of an un- 
common kind. Fact finding, analysis, 
and exchange of views may show the 
way. 


Burning Down the 
House 


ALBERT L. Hopkins, Attorney, Chi- 
cago, before the Mrp-CoNnTINENT Trust? 
CONFERENCE. 


MENDMENTS of the Federal tax- 
ing structure threaten to destroy 
the usefulness of trusts. There has been 
scarcely a revenue act since 1916 which 
has not made some amendments af- 
fecting trusts. With the exception of 
personal holding companies perhaps no 
institution has been attacked so per- 
sistently by the Bureau of Internal 
Revenue as trusts. The viewpoint of the 
Treasury officials seems to be that every 
institution must be conducted in sucha 
manner as to produce the greatest rev- 
enue to the Government. Usefulness of 
the institution is disregarded in the zeal 
to extract the last dollar, with the result 
that the tendency is to burn down the 
house in order to roast the pig. 

Today the trust is subject to attack 
unless it is crystallized and unchange- 
able. No man can forsee the future with 
any certainty, so that an unchangeable 
trust may become very unfortunate. It 
is only ordinary wisdom that there be 
some power to modify the trust to meet 
changing future conditions. 

From the viewpoint of income taxes, 
trusts for members of one’s family, re- 
gardless of a condition of support or of 
discharging a legal liability, and multi- 
ple trusts may be subject to legislative 
attack. 

The tax pressure against the use of 
such trusts is of grave concern to trust 
companies and, more broadly speaking, 
endangers an institution of great social 
value. The very taxes which gave such 
impetus to the expansion of trust busi- 
ness within the last 20 years are now 
threatening the usefulness and effective- 
ness of all trusts. 
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iat The People Wait 

Xx tent, 
isiness, 

rather 
. In the 
[vocate Tuomas C. BousHALt, President, The Morris Plan Bank 
meet. of Virginia, before the Newport News Rotary 
:pensa- 
idering ERE the true temper of our people given opportunity 
e trust of expression today, there is little doubt that it would 
‘an ac- {be an expression solely of impatience that private enterprise 
n task, has not fully sensed a number of inescapable realities: 
an un- First, the accomplished fact of an irrevocable revolution 
alysis, {| that has been crystallized into state and Federal statute; 


second, that beyond these limits the people do not wish to 
go; third, that hastily as these far-reaching statutes have 
been spread upon the records, there must necessarily and 
logically be a long period of adjustment, modification, and 
h digestion, to the end that the social gains made in the name 

€ of the people may be fully realized upon through implement- 
ing them in a return to normal business activity in keeping 
with the needs and desires of the consuming public. 

The fourth is that the people wait upon a leader and a 
party that will no longer seek to exploit for selfish reasons 
the flux of opinion that was at flood stage from 1932 through 
1936 but seeks to come to the rescue of the 12 million or 
more unemployed people who await an opportunity to 
produce and consume as normal, self-supporting, self-re- 
specting citizens under the new order; that seeks to come to 
the rescue of the millions of owners of securities, of life in- 


ow the 
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gaged homes, and by putting America back to work with 
swiftness and assurance, will guarantee the continuing and 
rising value of these jeopardized holdings under an ad- 
ministration that operates at an annual deficit of billions of 
dollars and threatens the worth and stability of every asset 
expressed in dollar values or in human values. 

\ realistic appraisal of the Roosevelt revolution; a careful 
analysis from an historical point of view of the spirit and 


American people; a critical examination of the resistance of 
the people to any attack upon our constitutional form of 


and its ideals as a free democracy under an unchanged 


constitutional form of government. A realistic appraisal will 


hange- 
re with 
eable 
ate. It 
be 
o meet 


Providence, America has had its revolution. 


under such happy skies. 


The people but await an expression from private enter- | 


taxes, Prise that it accepts the present order; that private enter- 


ily, re- 
t or of 
multi- 


slative f °TSable the hastily written laws that creak and groan with 


\umbersome and blundering provisions to effect the ex- 


—_— tressed will of the people; that private enterprise must be 


o trust it 
peaking, 
social 
re such 
busi- 
re now 
ective- 


“yY and labor into a continuing program of conversion 


‘ \Neri¢a’s resources into usable wealth. 
iT } 


. as earnestly and as overwhelmingly as they once 
&4sped the bright garments of the New Deal. 


Nove 
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surance policies, of savings bank pass-books and of mort- | 


ideals of the American Republic and a majority of the | 


government as set up by our founding fathers, will convince | 
private enterprise that America has been saved by its spirit | 
show that through the operation of the will of a Divine | 


It would be indeed an ungrateful people who would not | 
et to work to implement fully a social and economic order | 


prise will not support or seek an administration that would | 
everse the acts of the revolution; that it will seek under a 
wise and restrained administration to adjust and make 


“cred a reasonable hope of profit to entice capital to come 
‘ hiding and to inspire management to coordinate 


rivate enterprise will find a spokesman and a party for | 
““ expression the people will take such a program to their 


One ABA Convention Advantage 


you can have the year around 


One of the principal 
values in an ABA meeting is the great 
wealth of useful ideas and information 
available to those who attend. One of the 
important features in Purse service for 
trust departments is the constant flow of 
useful ideas and information to those who 
employ Purse to work on new business 
development. 


The Purse background includes more than 
25 years of personal contacts with trust 
departments everywhere in the United 
States. It includes research that uncovers 
vital trust market facts in varied commu- 
nities. Ideas and information arising out 
of this experience are an important part of 
the service Purse clients always have at 
their command. 


Just as you receive tangible benefit from 
an ABA Convention in the form of ideas 
and information, so can you have this 
benefit throughout the year by using Purse 
service. For definite details, write the 
Chattanooga office. 


THE PURSE COMPANY 


CHATTANOOGA, TENNESSEE 


HEADQUARTERS FOR TRUST ADVERTISING 


725 South Orange Driv- 
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FIDELITY 
INCOME PLAN 


Now in its 


28th year 


Third quarter of 1938 the greatest 
quarter in Fidelity history 


UBLIC interest in the Fidelity 

Income Plan has been record- 
breaking during the first 9 months of 
1938. Volume of business showed a 
41.3% increase over the same period 
in 1937. 

April 1938 had been the biggest month 
in Fidelity history until September’s 
figures were compiled when an 11.1% 
increase over April was recorded. The 
third quarter of 1938—with a 31.3% 
advance over the third quarter of 1937— 
was the greatest quarter since Fidelity 
began business in 1911. 


Established over 27 years . . 


Figures such as these clearly indicate 
that the Fidelity idea has a great and 
steadily growing appeal to the thrift- 
minded, 


In no sense a substitute for life insur- 
ance or a bank account, the Fidelity 
Income Plan encourages the setting 
aside of small amounts regularly to pro- 
vide future income. It operates on an 
actuarial basis with a specified ma- 
turity date. 


A Fidelity credit file is available to 
any interested banking institution. 


. Assets over $38,000,000.00 


FIDELITY INVESTMENT ASSOCIATION 
Wheeling, West Virginia 


FIDEL ASSOCIATION OF NEW YORK, INCORPORATED 


Joun Marsuatt . Washington, D. C. 


Chairman of the Board 


Marshall and Forrer 


Former Assistant Attorney General of the United States. 


Howarp E. Reep... Pittsburgh, Pa. 


Vice-President 


Carmi A. THompson. Cleveland, Ohio 
President 


Director, Ohio State Life Insurance Co. 
Chairman of Board, International-Stacey Corp 
Chairman of Board, Midland Steamship Co 
Former Treasurer of the United States 
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| 64th Annual Convention 


We join our city and state in ex- | 
tending to all convention delegates | 


a truly warm Southern welcome | 


I. IS A DISTINCT HONOR and privilege for Houston to be 
host to our fellow members of the American Bankers 
Association. We hope, if this is your first visit here, that 
youll find our city stimulating, encouraging and much 
to your liking. If you've been here before, may you find 
many happy signs of progress and development. In either 
event you are cordially invited to visit this bank and call 
upon us for any service which will help make your visit 
a thoroughly enjoyable experience. 
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Bank Customer “Town Meetings” 


» this section of its yearbook issue, BANKING presents a 
| review of the 64th Annual Convention of the American 
sankers Association and a review of Association activi- 

ties and services. 

Meeting November 14-17 in attractive Houston, host on 
behalf of the great Southwest, the membership has an op- 
por{unity not only to participate in the Convention pro- 
gram of speeches, roundtables and social events, but also, as 
President Orval W. Adams pointed out in his letter to the 
banks, to “take an active part”’ in the Association’s deliber- 
ations as it moves into another year. 

In retrospect, the outstanding Association achievement 
of the year that ends at Houston has been the public meetings 
program initiated by President Adams. This educational 
project, designed for bank customers, was accompanied by 
an expansion of educational work among bankers them- 


selves, particularly at the numerous conferences arranged 
cooperatively by state associations and state universities. 
This latter activity, which has reached the proportions of a 
nationwide movement, has been in addition, of course, to 
the regional and divisional gatherings of the American 
Bankers Association and to the increasingly influential 
work of the Graduate School of Banking. 

Three customer “town meetings” were held in connec- 
tion with Association-sponsored regional conferences at 
Des Moines, Indianapolis and Oklahoma City. Subsequently, 
several similar meetings found places on the programs of 
state associations and local groups. 

Under many of its administrations, the Association has 
sought to extend and improve banking service by organizing 
sectional conferences at which bankers discuss, explain and 
compare notes on the methods and theories of their profes- 


A public meeting held in Salt Lake City, Utah, on June 4, 1938. It was attended by 20,000 people, 


who filled the huge room shown below and also an overflow auditorium 


\ 
F 
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sion. These meetings have been family affairs, largely tech- 
nical sessions at which bankers talked shop among them- 
selves, taking home new ideas and new friendships. The 
conferences have been popular and well attended. 

Mr. Adams came to the presidency of the Association 
with a new idea about the meetings and their educational 
value. 

“They can be expanded,” he said in his inaugural remarks 
at the Boston Convention, “with little additional cost to 
provide means of educating our depositors. At the conclusion 
of a conference a public meeting could be held to which 
the banks in the town where the conference met would in- 
vite their clients. A speaker understanding our problems, 
particularly as they affect the depositor, should address such 
a meeting. I am confident that much misunderstanding 
could be avoided and much valuable information dissemi- 
nated were such meetings properly planned and conducted.” 


Bank depositors in the Carroll College gymnasium, 
Wisconsin 


Waukesha, 


The plan is simple. Banks in conference cities send printed 
invitations to customers inviting them to attend an in or- 
mal gathering the purpose of which is to help explain bank- 
ing and its services. A prominent speaker is announced :ind 
musical programs are added. 

The chief address at the Des Moines and Oklahoma C ity 
conferences was by Dr. Adam S. Bennion, assistant to the 
president of the Utah Power and Light Company. Merle 
Thorpe, editor of Nation’s Business, spoke at Indianapvlis. 

The Utah Bankers Association, adopting the idea early 
in the Summer, went a step further and billed Deanna Dur- 
bin, the movie star, in addition to Mr. Thorpe, for the public 
meeting that closed its annual convention in Salt Lake City. 
Twenty thousand persons jammed the Tabernacle for the 
program, a new attendance record for a banking function. 

Incidentally, the public meetings have made good news- 
paper copy and have been extensively reported. 


A depositors’ meeting in Lawrence College chapel, 


Wisconsin 


Appleton, 


Public meeting at the Oklahoma City Regional Conference last March 
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October 11-14 


November 1 


November 8 


November 15 


November 26 


November 29 


December 2 


December 18 


December 30 


January 8 


January 31 


The Association Year 


1937 


Sixty-third Annual Convention of the American 
Bankers Association held in Boston. Following of- 
ficers elected: President, Orval W. Adams, executive 
vice-president, Utah State National Bank, Salt Lake 
City; First Vice-president, Philip A. Benson, 
president, Dime Savings Bank of Brooklyn; Second 
Vice-president, Robert M. Hanes, president, Wach- 
ovia Bank and Trust Company, Winston-Salem, 
N. C.; Treasurer, M. H. Malott, president, Citizens 
Bank, Abilene, Kansas. 

Division Presidents chosen as follows: National 
Bank Division, Russell G. Smith, vice-president and 
cashier, Bank of America, N.T. & S.A., San Fran- 
cisco; Savings Division, Henry S. Sherman, presi- 
dent, Society for Savings, Cleveland; State Bank 
Division, H. A. Brinkman, vice-president, Harris 
Trust and Savings Bank, Chicago; Trust Division, 
Robertson Griswold, vice-president, Maryland 
Trust Company, Baltimore; State Secretaries Sec- 
tion, W. Gordon Brown, executive manager, New 
York State Bankers Association. 

Dr. Harold Stonier, Educational Director of the 
Association, appointed Executive Manager. 


Formation of A.B.A. Research Council announced; 
Gurden Edwards, director. 


Following staff appointments announced by Execu- 
tive Manager Stonier: Secretary of the Association, 
Richard W. Hill; Senior Deputy Manager, Frank 
W. Simmonds; Assistant Secretary, American In- 
stitute of Banking, Floyd W. Larson, formerly 
executive secretary, Minneapolis chapter; director 
of the news bureau, Lester Gibson, formerly with 
the American Banker; Assistant Educational Di- 
rector, American Institute of Banking, William A. 
Irwin, formerly head of the economics department 
at Washburn College, Topeka. 


The Association announces plans for a series of radio 
programs for banks. 
First issue of THE Counctt, a periodical for members 
of the official family. 


The Washington office of the Association is enlarged 
to provide broader service to members; General 
Counsel D. J. Needham in charge. 


Headquarters of National Bank Division, under 
Deputy Manager Edgar E. Mountjoy, moved to 
New York from Washington. 


Leonard P. Ayres, vice-president, Cleveland Trust 
Company, and Chairman, Economic Policy Com- 
mission, becomes chairman of the recently formed 
Research Council. 


Administrative Committee of the Association meets 
in New York. 


Public Relations Council, under chairmanship of 
Dr. Stonier, is formed. 


Savings Division’s annual survey of savings deposits 
made public. 


Bank Management Commission announces comple- 
tion and adoption of “Statement of Principles and 
Standards of Investments for Commercial Banks.” 


1938 
Research Council completes a study of methods of 
testing public opinion. 


Seventh annual interest rates survey published by 
Bank Management Commission. 


November 1938 


February 2 


February 10-11 


February 15 


February 25 


March 3-4 


March 17-18 


March 24-25 


March 31 


April 2 


April 11-13 


May 1 


May 4 


June 6-10 


June 20 


July 1 


August 15 


Russell G. Smith, President, National Bank Divi- 
sion, giving results of a survey regarding mainte- 
nance of Comptroller’s office, says banks are “almost 
unanimous” in favoring its retention. 


Regional banking conference at Des Moines, with 
educational displays of bank equipment, closes with 
first of the public meetings planned by President 
Adams; Dr. Adam S. Bennion, assistant to president, 
Utah Power and Light Company, speaks. 


Nineteenth annual Mid-Winter Trust Conference in 
New York, under auspices of the Trust Division. 


Research Council publishes study of state banking 
boards. 


Annual Spring Savings Conference in New York, 
under auspices of the Savings Division. 


Indianapolis regional conference; Merle Thorpe, 
editor Nation’s Business, speaks at public meeting. 


Oklahoma City regional conference; Dr. Adam S. 
Bennion is speaker at public meeting. 


Agricultural Commission reports that Oklahoma, 
Tennessee, Texas and Utah have reached the 1,000 
point goal in farmer-banker activity in 1937, making 
13 states so rated. 


Class of 1937, Graduate School of Banking, holds a 
reunion in New York. 


Spring Meeting, Executive Council, American Bank- 
ers Association, at Edgewater Park, Mississippi. 


Personal loan survey completed by Bank Manage- 
ment Commission and Savings Division. 


President Adams issues a statement commenting on 
Jesse Jones’ letter to banks relative to lending. 


American Institute of Banking convention held at 
Louisville; elects Milton F. Barlow, cashier, Na- 
tional Citizens Bank, Mankato, Minnesota, to the 
presidency. 


Fourth resident session, Graduate School of Bank- 
ing, opens at Rutgers University with 623 students 
registered. 


Second commencement exercises of Graduate School 
of Banking held; class numbers 149. 


BANKING begins its 31st year. 


Research Council announces a series of studies on 
bank earnings power. 


Committee on Federal Legislation publishes an 
analysis of bank legislation enacted or unenacted by 
the 75th Congress. 


President Adams replies to Jesse Jones of the 
R.F.C. regarding bank lending. 


State Bank Division Committee on State Bank 
Research publishes annual surveys of earnings and 
expenses, resources and liabilities. 


September 29-30 Mid-Continent Trust Conference in Chicago under 


October 6 


October 19-21 


Trust Division auspices. 

Administrative Committee meets in New York. 
Sixteenth Regional Trust Conference, Pacific Coast 
and Rocky Mountain States, in San Francisco under 


auspices of the Trust Division. 
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Association 


Officers 
1937-1938 


Left, OrvaL W. Apams, President of the American 
Bankers Association and executive vice-president, 
Utah State National Bank, Salt Lake City, Utah 


RussELL G. Smit, President, National Henry S. SuHerman, President, Savings Di- H. A. BRINKMAN, President, State Bank Di- 
Bank Division, and vice-president and vision, and president, Society for Savings, vision, and vice-president, Harris Trust and 
cashier, Bank of America, San Francisco Cleveland, Ohio Savings Bank, Chicago 
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Putip A. BENSON, First Vice-president of Rospert M. Hanes, Second Vice-president M. H. Matort, Treasurer of the Associa- 
the Association and president, Dime Savings of the Association and president, Wachovia tion and president of the Citizens Bank, 
Bank of Brooklyn, N. Y. Bank and Trust Co., Winston-Salem, N. C. Abilene, Kansas 


RoBERTSON GRISWOLD, President, Trust W.Gorpon Brown, President, State Secre- Mitton F. Bartow, President, American 
Division, and vice-president, Maryland taries Section, and Executive Manager, New Institute of Banking, and cashier, The Na- 
Trust Company, Baltimore, Maryland York State Bankers Association, New York tional Citizens Bank, Mankato, Minnesota 
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For the Houston Bankers 


Committees for the 1938 Convention 
AMERICAN BANKERS ASSOCIATION 


General Chairman 
FRANCIS MARION Law, President...................++...++.+.+First National Bank 


Executive Committee 


FRANCIS MARION Law, President......... First National Bank, Ex Officio Chairman 
E. C. BARKLEY, Vice-president... . erty aes Second National Bank 
J. Catpwett, Vice-president... Union National Bank 
Joun Dreaper, Vice-president............. South Texas Commercial National Bank 
R. M. Farrar, President. .... .Union Nationa! Bank 
E. F. Gossett, Vice-president.............South Texas Commercial National Bank 
S. Marcus GREER, Vice-president............... ..City National Bank 


ALLAN H. Kine, State National Bank 
MELVIN RovFF, Houston National Bank 
HERBERT M. ROWE, Comptroller. .............. Second National Bank 


P. B. Timpson, President.......... 


: National Bank of Commerce 
"Houston Land & Trust Company 


Ball Committee 


Guardian Trust Company, Chairman | 
R. P. Douerty, Executive Vice-president....... _.....National Bank of Commerce 


R. H. Hanna, Vice-president..............South Texas Commercial National Bank 
J. Ropert NEAL, Active Vice-president........ .. Second National Bank 


Coliseum and Meeting Places Committee 


LESLIE COLEMAN, Vice-president............. San Jacinto National Bank, Chairman 
J. M. Jackson, Vice-president................. State National Bank, Vice-chairman 
Matcoim G. BAKER, Assistant Cashier... ..South Texas Commercial National Bank 
A. S. BoaRNET, Assistant Cashier............ Houston National Bank 
H. L. Darton, Assistant Vice-president.......... .. First National Bank 


C. W. Hamitton, Assistant Trust Officer......... National Bank of Commerce 


Entertainment Committee 


JouN Dreaper, Vice-president, South Texas Commercial National Bank, Vice-chairman | 


W. Browne Baker, Vice-president........ 
L. R. BRYAN, JR., Vice-president ...... 
W. A. KIRKLAND, Vice-president. . . 

W. S. Patton, Vice-president. . 
H. M. WILkKIns, Executive Vice-president. 


.. Guardian Trust Company 
.Second National Bank 

.First National Bank 
_ South Texas Commercial National Bank 
State National Bank 


Educational Displays Committee 


HERBERT M. Rowe, Comptroller ................Second National Bank, Chairman 
CLARENCE MEApDOwS, Assistant .....First National Bank 
W. C. MEnasco, Comptroller....... .City National Bank 


Finance Committee 


President Houston Land & Trust Company, Chairman 
James A. BAKER, Chairman of the Board. . . .South Texas Commercial National Bank 
Jesse H. Jones, Chairman of the Board...............National Bank of Commerce 
J. W. NEAL, Chairman of the Board............ | ..Second National Bank 
Joun T. Scott, Chairman of the Board........... re .....First National Bank 
J. Virctt Scott, Chairman of the Board......... ......San Jacinto National Bank 
Gol f Committee 
E. F. Gossett, Vice-president. ...South Texas Commercial National Bank, Chairman 
Sam R. Lawoper, First Vice-president........... First National Bank, Vice-chairman 
Canter, Vice-president... Union National Bank 
Kycrr, Trust Officer. Houston Land & Trust Company 
ADRIAN SMITH, Assistant Cashier. San Jacinto National Bank 
R. E. Wriutams, Assistant Vice-president............. .....Second National Bank 


Attan H. Kine, Vice-president....................State National Bank, Chairman 
DeWitt T. Ray, Vice-president.............. .First National Bank, Vice- chairman 
Hucu J. Second National Bank 
J. H. Garrett, Vice-president............ .. National Bank of Commerce 


Henry C. Horne, Union National Bank 
Harris Mc ASHAN, Assistant Cashier....... South Texas Commercial National Bank 
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Information Committee 


Guy H. Heatu, Vice-president. ................ City National Bank, Vice-chairman 
V. DREVLING, Assistant Cashier. ...... Union National Bank 
LDRIDGE, Assistant First National Bank 
ELLs, JR., Vice-president......... South Texas Commercial National Bank 
J. W. FINCHER, Active .Houston National Bank 
P, J. SvuDDERT, Assistant Cashier... ... National Bank of Commerce 


0. R. WeyricuH, Executive Vice-president..........Houston Land & Trust Company 
J. S. WartworTH, Trust Officer... .. .Guardian Trust Company 


Ladies Committee 


Mrs. S. M. McAsuan, Chairman Mrs. RANDOLPH BRYAN, Vice-chairman 
Mrs. J. A. ELKINS Mrs. C. M. MALONE 

Mrs. R. M. FARRAR Mrs. JosepH F. MEYER, JR. 
Mrs. W. H. Irvin Mrs. W. J. STONER 

Mrs. JESSE H. JONES Mrs. P. B. Timpson 

Mrs. FRANCIS MARION LAW Mrs. R. W. WIER 


Mrs. Joun A. WILKINS 


Personnel Committee 


S. Marcus GREER, Vice-president. ...... .City National Bank, Chairman 
C. L. BYBEE, Secretary ERY ee Houston Land & Trust Company, Vice-chairman 
A. M. McDane, Assistant 
HE 


[. McDapeE, Assistant Cashier . .National Bank of Commerce 
RBERT M. RowE, Compztroller. . .Second National Bank 


Publicity Committee 
National Bank of Commerce, Chairman 
Guardian Trust Company, Vice-chairman 
Second National Bank 


A. D. Smmpson, President... . . 

W. W. McGar, Treasurer... .. 

A. M. BALL, Assistant Cashier........ ; 
E. C. RoBERTS, Active Vice-president. ..... 


W. L. Tanpy, Assistant Cashier... ... .National Bank of Commerce 


Reception Committee 


STERLING C. Evans, President............ .Houston Bank for Cooperatives 
W. D. Gentry, Managing Director... . . Federal Reserve Bank, Houston Branch 
B. D. Harris, President... .... Second National Bank 
.Production Credit Corporation of Houston 
C. M. MALONE, President. . . .Guardian Trust Company 
S. B. McASHAN, President........ South Texas ‘Commercial National Bank 
D. P. REORDAN, President............ Federal Intermediate Credit Bank of Houston 
.National Bank of Commerce 
W. J. STONER, President........... Harrisburg National Bank 
Houston Land & Trust Company 
J. A. Witkins, President... .. State National Bank 
A.C. President. Federal Land Bank of Houston 


Refreshments Committee 
Joun Dreaper, Vice-president... .South Texas Commercial National Bank, Chairman 
H. M. Witxrins, Executive Vice-president... ... State National Bank 
Henry C. Horne, Cashier. ...... Union National Bank 


Registration Committee 


MELVIN Rourr, Vice-president............ Houston National Bank, Chairman 
M. D. Jenxrns, Vice-president and Cashier... .. First National Bank, Vice-chairman 
A. F. FisHer, Vice-president............ cae .National Bank of Commerce 
L. Gotpston, Guardian Trust Company 
F. W. I-rrey, Assistant Cashier.............. Union National Bank 
R. V. Morse, Vice-president and Cashier........ .San Jacinto National Bank 


B. F. RENTZEL, Assistant Vice-president................... Houston National Bank 
H. L. SADLER, Vice- president . City National Bank 


abot Second National Bank 
Union National Bank 


H. M. SEYDLER, Active Vice- president Teele 
ARTHUR TRUM, Assistant Cashier........ 


Trans portation Committee 

BARKLEY, Vice-president... .. .Second National Bank, Chairman 
ame Pearson, Director Second National Bank, Vice-chairman 
J. W. KEELAND, Vice-president ........ City National Bank 
T. M. McDonap, Vice-president and Cashier... .....Houston National Bank 
P.C. REHRAUER, Cashier National Bank of Commerce 
Guardian Trust Company 
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Conventions and Presidents Elected 


1875—Saratoga Springs, New York. .. Hon. Charles B. Hall 
1876—Philadelphia, Pennsylvania... .. Hon. Charles B. Hall 
1877—New York City.............. Hon. Charles B. Hall 
1878—Saratoga Springs, New York.......... Alex Mitchell 


1879—Saratoga Springs, New York.........4 Alex Mitchell 


1880—Saratoga Springs, New York 
1881—Niagara Falls, New York 
1882—-Saratoga Springs, New York.... 
1883—Louisville, Kentucky. 
1884—-Saratoga Springs, New York 


. Alex Mitchell 
. .George S. Coe 
. .George S. Coe 
.. Lyman J. Gage 


.. Lyman J. Gage 


1885—Chicago, Illinois .. Lyman J. Gage 
1886— Boston, Massachusetts ....Logan C. Murray 
1887—Pittsburgh, Pennsylvania........ Logan C. Murray 


1888—Cincinnati, Ohio . Charles Parsons 


. Charles Parsons 


1890—Saratoga Springs, New York.... 
1891—New Orleans, Louisiana. ...... 
1892—San Francisco, California 
1893—Chicago, Illinois. ..... 
1894—Baltimore, 


Morton McMichael 
. Morton McMichael 
. William H. Rhawn 
.M. M. White 


Maryland .John J. P. Odell 


1895—Atlanta, Georgia. . . Eugene H. Pullen 
1896—St. Louis, Missouri............... Robert J. Lowry 
1897—Detroit, Michigan. ... . Joseph C. Hendrix 


1898—Denver, Colorado. .... 
1899 


.George H. Russell 


-Cleveland, Ohio... . . Walker Hill 


1900—Richmond, Virginia .Alvah Trowbridge 
1901—Milwaukee, Wisconsin . Myron T. Herrick 
1902—-New Orleans, Louisiana . .Caldwell Hardy 
1903—San Francisco, California . ..Caldwell Hardy 
1904—New York City......... .E. F. Swinney 


1905—Washington, D. C..... .-John L. Hamilton 
1906—St. Louis, Missouri................. G. S. Whitson 
1907—Atlantic City, New Jersey ..J. D. Powers 
1908—Denver, Colorado...... . .George M. Reynolds 
1909—Chicago, Illinois........ .. Lewis E. Pierson 


1910—Los Angeles, California ..F. O. Watts 
1911—New Orleans, Louisiana....... William Livingstone 
1912—Detroit, .. Charles H. Huttig 
1913—Boston, Massachusetts...........Arthur Reynolds 
. William A. Law 


1914—Richmond, Virginia 


1915—Seattle, Washington......... .. James K. Lynch 

.P. W. Goebel 
. Charles A. Hinsch 
Robert F. Maddox 


.Richard S. Hawes 


1916—Kansas City, Missouri... .. 
1917—Atlantic City, New Jersey. 
1918—Chicago, Illinois 
1919-—St. 


Louis, Missouri 


1920--Washington, D. C... ..John S. Drum 
1921—-Los Angeles, California . Thomas B. McAdams 
1922—-New York City..... .John H. Puelicher 
1923—-Atlantic City, New Jersey . Walter W. Head 
1924—Chicago, Illinois. ....... .William E. Knox 


1925—Atlantic City, New Jersey............ Oscar Wells 
Melvin A. Traylor 
ere Thomas R. Preston 

. Craig B. Hazlewood 


. .John G. Lonsdale 


1926—Los Angeles, California......... 
1927—Houston, Texas... . 


1928—Philadelphia, 
1929—San Francisco, California. . 


1930—Cleveland, Ohio.............. Rome C. Stephenson 
.. Harry J. Haas 


.. Francis H. Sisson 


1931—Atlantic City, New Jersey... 
1932—Los Angeles, California 
1933—Chicago, Illinois. 
1934—Washington, D. C... 


Francis Marion Law 


. Rudolf S. Hecht 


1935—New Orleans, Louisiana 
1936—San Francisco, California 
1937—Boston, Massachusetts.......... 


.. Robert V. Fleming 
Portree Tom K. Smith 
.Orval W. Adams 
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The Convention City 


The Museum of Fine Arts 
in Herrmann Park, on the 
outskirts of the city 


HOUSTON YESTERDAY 


This was Main Street, Houston, in | 880, | 
40 years before the city began its decade | 


of most rapid growth. The population al- 
most doubled between 1920 and 1930 
and the city now has more than 4()),000 
residents. Houston is the world’s greatest 


spot cotton market. The Ship Channel ff 


has brought Houston high rank as a port 


Rice Institute symbolizes 
Houston’s cultural life and 
educational facilities 
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HOUSTON TODAY 


This is an air view of 

downtown Houston. The 

plane’- left wing partially 

bloc “ks out the Ric e Hotel, 

> headquarters of the Ameri- 

can Bankers Association 
Convention 


A bronze plaque on 
the wall of the Rice 
Hotel marks the site 
of the first Texas 


S capitol 


MMEMORATINGZDAYS 
LORIOL 


\ R HER G 


The new Houston city hall, to be completed in 1939, is shown above 
in the architect’s drawing 


lizes 
and 


3 


Left, the first two-story house in Houston. Built by William Rice, 


founder of Rice Institute, it housed Union prisoners in the Civil War 
EWING GALLOWAY 
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A National Congress of Bankers 


*¢4 CONVENTION of bank officers,” said the Commercial & 

Financial Chronicle for May 1, 1875, ‘‘is to be held next 

July at Saratoga, and the promoters of the meeting have 
written to ask us for some hintsin regard to it. They say they have 
reason to expect from 1,000 to 1,200 members to be present. 
They disclaim the idea of ‘dictating reforms, or of changing any 
laws, or of making innovations on existing rules for the govern- 
ment of banks or of their business.’ What they intend is to do 
good to each other ‘by meeting together, making each other’s 
acquaintance, and talking over matters of concern to all bank 
officers, to make their official duties more easy in the future, and 
to leave “‘a green spot” in the pathway of the past that it will 
be a pleasure to look upon.’”’ 

The convention, as everybody knows, was held and from it 
came the American Bankers Association. Of no little interest, 
however, is this pleasantly phrased statement of the founders’ 
objectives, particularly since the Association, in performing 
services today that were beyond the foresight of its organizers, 
is still doing essentially what the old letter to the Chronicle 
outlined. 

The purposes there stated were somewhat amplified in an- 
other letter, this one addressed ‘‘To the Bank Officers and 
Bankers of the United States’’, dated April 1875 and signed by 
40 bank cashiers and three banking firms in 29 cities. This 
communication — the call for the first Convention — said: 

Dear Sir: You are respectfully invited to attend a Nationa! Convention of 

Bank Cashiers and Bankers, to be held on the 20th day of July next, at Sara- 

toga, New York. The desire and necessity for a meeting such as is now proposed 

has long been fully realized, and its importance duly appreciated by all who 
have an official connection with banks. The advantages and pleasure, indi- 
vidually, that will be derived from personal intercourse with those who are in 
daily correspondence, are alone sufficient inducement for such a meeting; and, 
besides better acquaintance and pleasure, we believe that great profit will 
result from interchange and comparison of ideas and experiences relating to 
the conduct of our business. We cannot but think, furthermore, that our 
genera! interests will be promoted by a National Congress of experienced bank 
officers and financiers, in which, doubtless, questions of National interest and 
importance, as they relate to us, will be fully and freely discussed. These ob- 
jects combined must, we believe, command universal respect and attention, 
and exert a powerful influence for good. From the hearty approval of the 
meeting and its objects received through responses to correspondence with 


cashiers and bankers in the principal cities and towns of the country, we have 
every reason to expect a very large attendance. 


The above letter was the result of numerous conferences 
among a group of bankers, particularly in the Mississippi 
Valley, who had been working toward an organization. In its 
May 1875 number, Bankers Magazine printed a short paragraph 
about these activities, with the comment that the idea for 
holding ‘‘a general convention of bankers from different sections 
of the country has several times been suggested by some of our 
correspondents, but the practical realization of this has not been 
generally looked for up to this time.” 

During May the bankers who were endeavoring to provide 
the ‘green spot”’ for future generations busied themselves with 
preparations for the Saratoga meeting. On May 24 several of 
them met at Barnum’s Hotel, New York City, on invitation of 
Mr. Howenstein of St. Louis, whose name is prominently 
identified with the Association movement. These bankers, con- 
stituting the committee on arrangements, drafted a Convention 
program and a follow-up letter which, under date of June 21, 
1875, was sent to the banks receiving the original call. 

“It was the decided sense of the committee,” said this letter, 
“that all questions of a political or sectional significance should 
be carefully avoided in the Convention, and that the meeting 
should be for business and social purposes only, the object being 
to bring bank officers and bankers into closer relations, with a 
view to the advancement and protection of mutual interests. 
The Committee respectfully recommend that every bank send a 
representative, and it is hoped that out of this meeting, and such 
others as will naturally follow, will grow results of a business 
character of importance toall. . . . You are urgently invited to 
attend this National Congress of Bankers.” 

Meanwhile, the daily press was taking little notice of the ap- 
proaching convention. In fact, a reporter for the New York 
Times, not at all impressed by the imminent event, wrote on 
July 11, 1875: 

“The convention of bank officers and bankers which is to 
meet at Saratoga Springs on the 20th inst., it is understood has 
been called more for the purpose of social intercourse than to 
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Hon. Charles B. 
Hall, first President 
of the American 
Bankers Associa- 
tion. Mr. Hall was 
cashier of the Bos- 
ton National Bank, 
Boston, Massachu- 
setts 


discuss any of the weighty questions affecting the banking 
interests of the country.” ; 

The gentleman, however, was a poor prophet, for a reading of 
the Saratoga proceedings shows that the 300 bankers present 
from many states did discuss ‘‘weighty questions”, among 
them the resumption of specie payments and the tax burden 
bequeathed by the Civil War. 

Also, the convention appointed a committee on permanent 
organization, charged with drafting a constitution and by-laws 
for a bankers’ association, which should report to a similar 
convention the following year. With Charles B. Hall, cashier of 
the Boston National Bank, as convention president, the bank- 
ers, in several resolutions, voiced their opinions on numerous 
issues of the day and adjourned on July 22, leaving to a com- 
mittee the selection of a time and place for the next meeting. 

In effect, the American Bankers Association had begun busi- 
ness in the ‘‘magnificent and commodious”’ town hall at old 
Saratoga. The ‘‘green spot” had been seeded. 

In the Judges’ Hall on the Philadelphia Centennial Exposition 
grounds that third morning of October 1876, several hundred 
bankers sat listening to a speech by James Buell, president of 
the Importers’ and Traders’ National Bank of New York. 
They had come to their second convention to complete the job 
started the year before, and their speaker was chairman of the 
American Bankers Association organization committee. 

“It is hoped and believed,” said Mr. Buell, ‘‘that this per- 
manent organization of the banking interest may be productive 
of good, not only in a business and social point of view, but by 
exciting among our fraternity such an esprit de corps as is gained 
for other great interests by combined association and periodical 
conventions. 

‘“‘The banks and bankers, although representing one of the 
very largest interests in this country, have hitherto had no 
general organization, no general conventions, in which to dis- 
cuss subjects relating to their interest or guild, and which are of 
common benefit to the public at large. Such conventions and 
discussions will, if not conducted on a basis of narrow class 
interests, tend to broaden and elevate the views of ourselves and 
the public; each will learn to recognize more distinctly that the 
— of one is equally dependent on the prosperity of the 

When the chairman had finished, he read a constitution and 
by-laws for the American Bankers Association. This document 
was adopted by the Convention on the morning of October 4, 
when an organization was also perfected. Mr. Hall, presiding 
officer at Philadelphia as he had been at Saratoga, was elected 
President, ‘amid great applause”, and the A.B.A. was officially 
ready for its career of usefulness. 
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Twenty-two East Fortieth Street 


F you have a few minutes to spare, it will be a pleasure to 
| show you through the A.B.A. workshop. 
Of course there are really three workshops—at Wash- 
ington, D. C., and Madison, Wisconsin, in addition to New 
York—but headquarters is 22 East 40th Street in the latter 
city. That is the center of the Association’s many activities 
as they are directed by the National Officers and by the 
Executive Manager, Dr. Harold Stonier. The tour, therefore, 
will be confined to that address, with magic carpet side ex- 
cursions to the other two offices. 
* 
First we'll go into this conference room just off the recep- 
tion hall on the 15th floor. Here is the visitor’s book, which 
our guests sign. It contains many distinguished names. 
The door beyond the telephone switchboard leads into the 
offices housing the Association’s educational activities: the 
AMERICAN INSTITUTE OF BANKING SECTION, the GRADUATE 
SCHOOL OF BANKING, and the PuBLic EpucATION CommtIs- 
sion. Naturally, you know about the Institute, for there’s 
probably a chapter in your town and many of your bank’s 
people attend the classes. Speaking statistically for a mo- 
ment, and at the risk of telling you something you may al- 
ready know, this highly successful project in adult education 
ling of as some 44,000 enrolments in 237 chapters throughout the 
resent} country; counting graduates, the membership is about 62,000 
imong—® men and women bank employees. Their studies? Bank oper- 
urden® ation, commercial law, negotiable instruments, economics 
anent}. ots of it—money and banking, statement analysis, account- 
>-laws ing, credit administration, bank administration, mortgage 
imilar— lending, investments, the trust business, public speaking, 
uero!® and other subjects. Local instructors give the courses under The switchboard 
is home office guidance. 
com: The GRADUATE SCHOOL is a youngster among American 
eting.§ educational institutions, but, as you’ve probably heard, it is 
| busi eminently mature. The students are experienced bank offi- 
at old B cers who spend two weeks each Summer in residence at 
sition} Rutgers University and most of the remainder of the year 
ndred} inhome study work. The whole course requires three resident 
ent of F sessions and two years of extension work. The courses in com- 
York. } mercial and savings banking, trusts, banking law, economics 
a = and investments are advanced, emphasizing the practice 
and the background of banking. . . . 
S per- Are you planning to make a speech? The reason for asking 
uctive Fis that if you are, the Pustic EpucaTion Commission has 
ie useful material which is at your service. 
ndical Undoubtedly you know about Constructive Customer Rela- 
tions, that useful booklet published by the Commission for 
of the the benefit of bank officers and employees everywhere. It, 
—— together with several supplemental pamphlets, has helped 
whe many banks get closer to their customers and has been the 
s and} instrument for taking a great deal of mystery out of banking. 
class Public relations for banks and the interpreting of banking 
sand § to the people provide problems to which the Association 
. ms gives careful study through the PuBLic RELATIONS COUNCIL, 
whose chairman is the Executive Manager. This group con- 
n and f sists of nine bank executives and A.B.A. staff members whose 
iment — work involves public relations. The Council coordinates the 
a various phases of the Association’s work which come in con- 
sail tact with the public. Policies and projects are discussed 
cially periodically. 
Do you have a trust department? Here’s the Trust D1- 
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Corridor of General Office along which are the National Bank 
Division, Auditor and News Bureau 


VISION headquarters, source of valuable information on prac- 
tical problems related to a specialized branch of banking 
service. The staff and members of the Division’s various 
committees are constantly at work on studies of policy, 
organization, equipment, investments, records, forms and 
other items of interest to trust men. 

The Division publishes the Trust Bulletin, a monthly de- 
voted to new ideas and practical discussion. 

The Mid-Winter Trust Conference in New York and the 
various regional conferences, held under auspices of the Di- 
vision, are annual affairs that have long been popular with 
trust men throughout the country as clearinghouses of infor- 
mation and ideas. 

A Statement of Principles of Trust Institutions, drafted sev- 
eral years ago and adopted by the Association, is a milestone 
in the Division’s achievement. Widely quoted and fre- 
quently referred to, it is the creed of the trust business. 

* 

Next door, geographically, is the ADVERTISING DEPart- 
MENT which so many banks find indispensable in planning 
and carrying out local campaigns. Newspaper mats, display 
posters, booklets, folders, blotters, and other media are 
available to members, covering commercial banking, savings, 
trust and safe deposit services. 

Nearly one-quarter of the Association membership has 
used the facilities thus provided; more than 1,100 of the 3,500 
users get regular monthly advertising service. 

Some members are sponsoring in their communities the 
series of electrically transcribed radio programs prepared 
under direction of the department. These educational broad- 
casts explain, in playlet form, the various functions and 
activities of a bank. 

Entrance to the offices of the LEGAL DEPARTMENT is be- 
tween those tall tiers of the law library books. The General 
Counsel now makes his headquarters in Washington, being 
in charge of the A.B.A. office there, but several members of 
the legal staff are in New York helping to look after banking 
interests in all legislative matters. The department keeps 
members advised on state and Federal bills and laws affect- 
ing banking; it prepares useful informative bulletins during 
the sessions of Congress and summarizes enacted legislation, 
and works with the committees on Federal and state legis- 
lation. 

An important part of the Department’s work is supplying 
answers to inquiries from members with regard to legal ques- 
tions, notably the interpretation of banking statutes. 

Close at hand is the headquarters of the PROTECTIVE DE- 
PARTMENT, whose motto might well be the old saw about the 
ounce of prevention. Anyway, the department actively seeks 
to prevent crimes against banks as well as to help catch 
criminals. 

You know that membership in the A.B.A. makes available 
the services of William J. Burns operatives. Maybe you 
didn’t know, however, that proportionately fewer banks thus 
protected have robberies and holdups than institutions 
which cannot display the sign so well known to crooks: 
“This bank is protected by . . 

In the interests of prevention, the Department has pre- 
pared for member banks the copyrighted Bank Inspection 
Report Form, listing recommendations for the elimination of 
potential danger spots in protective equipment and operat- 
ing methods. Also, there is the important Protective Bulletin, 
published monthly, which provides up-to-date news about 
crooks and their ruses, and constructive comment on crime 
suppression. 
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The rest of the New York workshop is on the 14th floor, 
one ‘ight down. . . . This door is handiest, let’s go in. 

The suite of offices immediately at the right is the quarters 
of the STATE BANK Division. The permanent staff and the 
numerous committees look after the interests of state bank- 
ing institutions in legislative matters and in their contacts 
with Federal agencies. The Division, too, is a clearinghouse 
of facts about state banking. It makes surveys through which 
valuable information is obtained, keeps in touch with new 
developments, and maintains a close cooperation with state 
bank supervisors and examiners. 

Also in this office is the BANK MANAGEMENT COMMISSION 
whose helpful services are used by many banks, large and 
small. This Association unit, as its name indicates, is mostly 
concerned with practical banking: operative methods, bank- 
ing practice, the improvement of profits, greater operating 
efficiency. The Commission usually has several research 
projects under way and its bulletin reporting on these under- 
takings are familiar to bankers everywhere. Studies have 
been published on such subjects as service charges and un- 
profitable practices, operating expenses, investments, de- 
partmental organization and operation, loan policies, clear- 
inghouse organization, auditing and accounting methods 
and personnel problems. Not long ago the Commission 
drafted and published a Statement of Principles of Commer- 
cial Banking for banks to distribute to their customers; more 
than a third of a million copies have thus been circulated. 

* 

BANKING, journal of the American Bankers Association, 
has its editorial, advertising, business and circulation offices 
in the rooms at this corner of the building. The magazine, 
a national publication, brings to approximately 34,000 sub- 
scribers each month the background, news and practical 
business of banking. Its readers include not only bank officers 
and personnel, but bank directors and business executives 
must keep up to date on significant happenings and trends. 

Each month BANKING presents a business review, a speech 
digest of national scope, a pictorial section, expository and 
interpretive material on banking subjects, and general arti- 
cles on matters that touch bankers and banking at one point 
or another. 

Next door to the magazine is the News BurREAu, the 
channel through which news about Association activities 
reaches the nation’s press. The Bureau seeks to interpret the 
banking profession accurately and constructively to the 
public. It helps groups of bankers in the organization of 
publicity programs and policies. 

In the far corner the headquarters of the INSURANCE DE- 
PARTMENT epitomizes an important Association function. 
The work of the insurance committee has resulted in saving 
large sums to banks in premium rates and has given them 
improved insurance contracts. Looking after bankers’ blan- 
ket bonds, fidelity, forgery and securities bonds, the com- 
mittee also gives to member banks the benefits of its experi- 
ence regarding proper insurance coverage. Its representa- 
tives, conferring with underwriters and rating bureaus, 
negotiate extensions or clarifications in coverage and also 
rate reductions. Two A.B.A. copyrighted forms, the Bank 
Burglary and Robbery Policy and the Fidelity Schedule 
Bond, have been of inestimable service to American banking. 

To the left is the office of the RESEARCH CounciL which 
reviews and coordinates banking research activities carried 
on by the various Association units. Supervising the publica- 
tion and distribution of these studies, the Council also pro- 


November 1938 


Bank 


Management and State Bank Division 


| 
The Protective Department 
> 
im} 
| 
JE 
{bove, BANKING; below, the “General Office” 
all 
a 
i 
149 


motes their use as sources of authoritative information. 
Furthermore, it originates and carries out research projects, 
such as its study of the capital market in this country, and 
the earning power of banks as they have been affected by 
economic, social and political changes during recent years. 

The Council’s membership comprises twelve bankers, 
three non-bankers advisers, and six members of the A.B.A. 
staff. 

The NATIONAL Bank Drviston’s work centers in this room. 
Here are compiled statistical studies, operating data and 
useful facts pertaining to the national banks. 

Various practices and trends, as well as changes proposed 
by members or by supervisory authorities or legislative 
groups, are studied by the Division. In addition, it maintains 
working relations with the office of the Comptroller of the 


Currency and other Government supervisors. It is alwys 
ready to assist the member banks, either singly or as a group. 
* 

Geographically near the end of this tour of the A.B.A’s 
New York office is the Savincs Division, which serves sav- 
ings banks and banks with thrift departments. The Divi- 
sion’s services include development of plans for stimulating 
thrift, the preparation of information on new forms of say- 
ings bank business, and the study of investments. It leads 
the school savings movement, and it studies, for the benefit 
of members, industrial savings banking, personal loan depart- 
ment plans and achievement, thrift clubs and the numerous 
forms of “purpose” saving, interest computation methods, 
and questions pertaining to real estate morgtages as invest- 
ment media. 

Here, removed from the confusion of typewriters and 
telephones, is the L1BrAry of the American Bankers Associa- 
tion. Again, statistics help make the picture: on the shelves 
and in the files are more than 7,600 books on money, banking, 
finance, economics, etc. ; 284 current periodicals; a “morgue” 
of some 85,000 pamphlets and clippings from newspapers 
and magazines, covering 3,000 subjects; and a collection of 
reference books. 

The resources of this excellent financial library are always 
available to the Association membership. 

* 

The A.B.A. trip, however, wouldn’t be complete without 
paying respects to several other Association groups and 
services which have made prominent places for themselves. 
. . . There is, for example, the Economic Po.ticy Commis- 
sion which keeps a weather eye on contemporary economic 
and political history as it bears on business and banking, 
and conducts special studies that are available to members. 
. . . Then there is the COMMERCE AND MARINE ComMIs- 
SION, whose province is the phases of domestic and interna- 
tional affairs that have a relationship to banking. . . . The 
COMMITTEE ON FEDERAL LEGISLATION and the COMMITTEE 
ON STATE LEGISLATION, previously referred to, perform in- 
valuable functions in considering legislative matters in their 
respective banking fields... . The STaTE SECRETARIES 
SECTION, comprising the secretaries of the state bankers 
associations in the 48 states and the District of Columbia, 
provides a clearinghouse for information about the activities 
of these organizations. 

Perhaps you have visited the Association’s WASHINGTON 
Orrice. Located in the Washington Building at the corner 
of Pennsylvania Avenue and 15th Street, it serves the entire 
membership in all matters of national legislation and rulings 
and regulations of the Government agencies that have to do 
with banking. Contacts with members of Congress and of the 
Administration enable members of the Washington staff to 
provide, upon request, accurate information about the 
country’s banking business. 

* 

Headquarters of the AGRICULTURAL CoMMISSION is at 1822 
Chadbourne Avenue, Madison, Wisconsin. Composed of rep- 
resentative bankers from each Federal Reserve district, the 
Commission assists and works with the agricultural commit- 
tees of the state bankers associations in activities designed to 
effect a closer cooperation between the banker and the farmer. 

Three national projects are sponsored: 4-H club work, farm 
inventories and credit statements, and soil conservation. 
Particular emphasis is being placed on the importance of 
erosion control and effective work has been done along that 
line. The Commission has published several studies. 
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10 P.M.—Grand ball. 


Convention Timetable 


Monday, Nov. 14 


9:30 A.M.—State Bank Division. 
2 P.M.—National Bank Division. 


Tuesday, Noy. 15 


9:45 A.M.—First general session. 
2 P.M.—Trust Division. 
2:30 P.M.—State Secretaries Section. 
7:45 P.M.—Constructive Customer Relations Clinic. 


Wednesday, Nov. 16 
9:45 A.M.—Second general session. 
7:30 P.M.—Savings Division. 

Thursday, Nov. 17 
9:45 A.M.—Third general session. 


2 P.M.—Clearinghouse Round Table Conference. 
9 P.M.—Inaugural ceremony. 


Banker Interviews to Feature 


Customer Relations Clinic 


Facts for Public, 
Meeting’s Theme 


This year’s constructive cus- 
tomer relations clinic at the 
A.B.A. Convention is to be on 
the subject ‘Giving the Public 


the Facts Through Public Ed- | 


ucation.” The clinic brings to 
the membership a report on the 
Association’s public education 
work during the past year and 
also presents some demonstra- 
tions of how public and cus- 
tomer relations have been sat- 
isfactorily approached. 

A feature of the Houston 
clinic will be interviews with 
three bankers on their pro- 
grams and the experience they 
have gained as a result. The in- 
terviewer is to be William A. 
Irwin, Assistant Educational 
Director of the American In- 
stitute of Banking. He will put 
questions to the following: 
B. J. Schwoeffermann, presi- 
dent of the Citizens National 


Bank, Chicago Heights, III; | 
Stout, 


Claude L. 
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executive 


vice-president of the Poudre 
Valley National Bank, Fort 


| Collins, Colo., and member of 
| the A.B.A. Public Relations 


Council; and Milton F. Bar- 
low, cashier of the National 
Citizens Bank, Mankato, Minn., 
and President of the American 
Institute of Banking. 

Dr. Harold Stonier, Execu- 
tive Manager of the American 
Bankers Association, will dis- 
cuss “Another Step in Cus- 
tomer Relations.” 

Presiding at the clinic, which 
is held Tuesday evening, Nov. 
15, in the Rice Hotel, is Rudolf 
S. Hecht, chairman of the 
board, Hibernia National Bank, 
New Orleans, and Chairman of 
the A.B.A. Public Education 
Commission. 

There will also be a showing 
of a motion picture, prepared 


| by the employees of a bank, 
tracing the progress of a check | 
through the bank. The purpose | 
|is to demonstrate an effective | 
| public relations effort which 


can be undertaken at a mini- 


| mum of expense. 


Varied Program Ready for A.B.A. at Houston 


Convention Activities to Cover 


Important Interests of Bankers 


| ber of social events. 


Entertainments 


Scheduled 
Music, golf, dancing and 


sight-seeing are included in the 
entertainment program for the 


| Houston Convention. 


Opening with a reception 
and tea in the Rice Hotel 
lobby on Sunday afternoon, 


Nov. 13, the list of events for 
the week embraces a concert of 


negro spirituals, garden parties 
for the ladies at the River 
Oaks Country Club, a concert 
by the Houston Symphony 
Orchestra, a trip to the San 
Jacinto battle grounds, the 
grand ball concluding the con- 
vention, and the bankers’ an- 
nual golf tournament. The 


Friday, Nov. 18, at the Hous- 
ton Country Club. 


Meeting Places 


The three general sessions 
of the Houston Convention 
and the ceremony inaugu- 
rating the new officers will 
be held in the Music Hall of 
the Houston Coliseum. Di- 
visional and sectional meet- 
ings take place at the Rice 
Hotel, which is Convention 
headquarters. 


The program for the Houston Convention of the American 
| Bankers Association, Nov. 14-17, provides unusually broad 
| coverage of matters important and interesting to bankers. 
In addition to the three general sessions, the divisional and 
sectional meetings, constructive customer relations clinic, and 
| clearinghouse round table conference—all familiar features— 
the 64th Convention will be marked by an impressive cere- 
mony inaugurating the new officers, a daily newspaper, a public 
relations laboratory and an educational display of bank 
equipment and mechanical systems. There will also be a num- 


The report of the nominating committee and the election 


of officers who will be installed 
on the evening of Nov. 17, are 
scheduled for the second gen- 
eral session on the morning of 
Nov. 16. The resolutions com- 
mittee reports at the third gen- 
eral session the following fore- 
noon. 

Speakers at the general ses- 


| sions represent many sections 


| latter is scheduled for all day | 


of American life. Jesse H. 
Jones, chairman of the Recon- 
struction Finance Corporation, 
and chairman of the National 
Bank of Commerce, Houston, 
speaks at the opening meeting 
with W. J. Cameron of the 
Ford Motor Company. The 
latter’s subject is ‘Industrial 
Freedom.” 

At the second general ses- 
sion, Dr. Adam S. Bennion, 
assistant to the president, 
Utah Power and Light Com- 
pany, discusses “When Two 
Generations Meet”, and J. 
Reuben Clark, Foreign Bond- 
holders Protective Council, 
Inc., New York, speaks on 
“Constitutional Liberties.” 

Dr. Karl T. Compton, presi- 


| dent of Massachusetts Insti- 
| tute of Technology, and the 


Rt. Rev. James E. Freeman, 
Bishop of Washington, are 
speakers at the third general 
session. Dr. Compton’s topic is 
“Science, Employment and 
Profits” and Bishop Freeman's 
“ Maintaining Spiritual Values 
in American Life.” 
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WHILE IN TEXAS 


Cere- 


‘ic | MOST ROMANTIC, COLORFUL AND 
PICTURESQUE CITY OF THE STATE! 


“tion 
alled ~ No trip to Texas is complete without seeing San Antonio! Just four hours 
, : drive from your convention city and you'll feel that you are in a land 
» are + apart. San Antonio is a charming centuries-old city filled with sights 
gen- — ‘ found nowhere else in the world. Here is color and glamour and romance 
ig of ; : %, you’ve known only in fiction. Here American and Mexican customs are 
in complete contrast. Here, life is different. 
gen- : ‘ There are countless things to see and do in San Antonio, whether you 
fore- . : have a few short days or several weeks to spend. You'll see the Alamo, 
where Texans gave their lives for freedom; Fort Sam Houston, largest 
af army post in the U. S.; Randolph Field, “West Point of the Air”; the 
bgec Missions, built more than two hundred years ago by Franciscan Padres; 
tions S< the Governors’ Palace where Spanish viceroys ruled; Brackenridge Park 
H. with beauty famed throughout the nation; the Sunken Garden with un- 
con rivaled color abloom; the Reptile Garden where rattlesnake sandwiches 
a are served; the Mexican Quarter; historic San Fernando Cathedral; and 
ol scores of other equally interesting points. 
iona 
ston Plan now to visit San Antonio and make your 
is convention trip the most interesting vacation of 
eting : \ your life. Once you see this modern Pan-American 
the 14 }¢ city, where the past still lives, you’ll take away 


The never-to-be-forgotten memories. 
strial San Antonio, on the Pan-American Highway, is 
the gateway to Old Mexico. 

> You will find San Antonio a vacation city un- 
nion, Hi equalled. From the moment you arrive until you 
dent, ' . wel leave, nothing will be left undone to make your 
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man, 


Send me FREE your beautifully illustrated book, “‘Pic- 


are 
turesque San Antonio.” 


-neral 


Municipal Auditorium, 
pic is 


offices the Municipal Name__ 
Information Bureau > 
man s 0 Address 


values 


City 
KING November 1938 


| | } 
ik 
VISIT 
ny Sane 
road 4 ? 
and | 2 | 
ge 
— 
153 


Speakers and subjects for 
other Convention meetings in- 
clude the following: 

State Bank Division, A.M. 
Nov. 14: C. B. Axford, editor, 
The American Banker, ‘‘What 
State Banks Can Do”’; William 
A. Irwin, Assistant Educa- 
tional Director of the Ameri- 
can Institute of Banking, “An 
Examination of the New Eco- 
nomics. ”’ 

National Bank Division, P.M. 
Nov. 14: J. N. Quinn, cashier, 
First National Bank, Hugo, 
Colo., on bank taxation; Dun- 
lap C. Clark, president, Ameri- 
can National Bank, Kalama- 
zoo, Mich., ‘‘ The Banker in the 
Business Life of the Commu- 
nity”; Dr. Paul Cadman, 
‘Pensions Preferred.” 

Trust Division, P.M. Nov. 
15: Lindsay Bradford, presi- 
dent, City Bank Farmers Trust 
Company, New York, “ Phases 
of Trust Business”; James V. 
Allred, Governor of Texas, 
“ Advantages of the Corporate 
Executor and Trustee.” 

State Secretaries Section, 
P.M., Nov. 15: Milton F. Bar- 
low, cashier, National Citizens 
Bank, Mankato, Minn., and 
President, American Institute 
of Banking, “A.I.B. and the 
State Bankers Associations”; 
D. J. Needham, General Coun- 
sel, American Bankers Associa- 
tion, “Recent Federal Legisla- 
tion.” 

Savings Division, evening 
Nov. 16: Philip A. Benson, 
First Vice-president, A.B.A., 


Preston Delano, Governor of the 

Federal Home Loan Bank Board, 

has been named Comptroller of 
the Currency 


and president, Dime Savings 
Bank of Brooklyn, ‘“Some- 
thing for Nothing’’; William 
R. White, superintendent of 
banks, New York State, “Sav- 
ings Deposits a Growing Re- 
sponsibility”; Fairman R. Dick, 
of Dick and Merle-Smith, 
investments, New York, “The 
Savings Banks and the Rail- 
roads.” 

The various divisional presi- 
dents will also address their re- 
spective meetings. 

Clearinghouse Round Table 
Conference, P.M. Nov. 17: 
Introducing the general theme, 
“ Augmenting Bank Earnings”’, 
H. H. Griswold, president, 
First National Bank & Trust 
Company, Elmira, N. Y., and 
chairman of the Bank Manage- 
ment Commission, which has 
arranged the conference; E. N. 


Dekker, assistant vice-presi- 


Two Large Trust 
Meetings Held 


The 9th Mid-Continent 
Trust Conference in Chicago 
on September 29 and 30 under 
the auspices of the Trust Di- 
vision, American Bankers As- 
sociation, drew a record-break- 
ing attendance for regional 
trust conferences of almost 
700. 

The 16th Regional Trust 
Conference of the Pacific Coast 
and Rocky Mountain Siates, 


' under the auspices of the Trust 


Division, was held in San Fran- 
cisco, Oct. 19-21. The program 
embraced such subiects as 
trends in legislation and taxa- 
tion, new concepts of invest- 
ment of trust funds due to 
changing conditions, and the 
problem of placing trust service 
on a paying basis. 


dent, National City Bank, 
Cleveland, “ Intermediate Credit 
for Industry’; D. Howard 
Doane, president, American 
Society of Farm Managers and 
Rural Appraisers, St. Louis, 
“Real Estate Loans’; Elmo 
Thompson, vice-president, First 
National Bank & Trust Com- 
pany, Tulsa, Okla., ‘‘Instal- 


ment Financing and Personal | 


Loans.” 

At the inaugural ceremony 
there will be music by Mario 
Chamlee, operatic tenor, and 
the Houston Glee Club. 


CONVENTIONS 


American Bankers Association 


May 25-27 


Southern Hospitality 

The New Orleans Clear 
ing House Association is 
planning to entertain bank- 
ers who will be in that city 
on their way to the Houston 
Convention. The clearing 
house banks will be hosts at 
a dinner on the evening of 
Nov. 12 and golfing facili- 
ties will be at the visitors’ 
disposal throughout 
day. 


Secretaries Form 


“Down East”’ Group 


The Down East State Secre- 
taries Association has been 
formed by the secretaries of the 
state bankers associations in 


| New England, New York, New 
| Jersey and Pennsylvania. 


The group was organized 
at the home of G. Harold 
Welch, secretary of the Con- 
necticut Bankers Association, 
at Branford, Conn. 


Administrative 
Committee Meets 


The Administrative Com- 
mittee of the American Bank- 
ers Association met October 6 
and 7 at the Waldorf-Astoria 
Hotel in New York. President 
Adams presided. 


14-17 


5-9 


19-30 


Annual Convention, Rice Hotel, Houston, Texas 


1939 
American Institute of Banking, Civic Auditorium, 
Grand Rapids, Michigan 
The Graduate School of Banking, Rutgers Univer- 
sity, New Brunswick, New Jersey 


State Associations 
Arizona, Westward Ho Hotel, Phoenix 


1939 
Mid-Winter Conference, Wisconsin, Milwaukee 
Mid-Winter Conference, Illinois, Chicago 
Indiana, Claypool Hotel, Indianapolis 
Oklahoma, Oklahoma City 
Oklahoma Institute of Banking, Oklahoma City 
Missouri 
Mississippi 
Kansas, Kansas City 
Virginia, Cruise to Bermuda on board the Queen of 
Bermuda 
Texas, Dallas 
Illinois, Peoria 


June 
June 
June 


West Virginia, Greenbrier Hotel, White Sulphur 
Springs 

South Dakota, Pierre 

Iowa 

Wisconsin, Milwaukee 


Other Organizations 


National Foreign Trade Convention, New York 
City 

Financial Advertisers Association, Texas Hotel, 
Fort Worth, Texas 

National Association of Real Estate Boards, Mil- 
waukee, Wisconsin 

National Association of Supervisors of State Banks, 
Hot Springs, Arkansas 

National Automobile Show, Grand Central Palace, 
New York City 

National Association of Sales Finance Companies, 
Stevens Hotel, Chicago, Illinois 

National Association of Bank Auditors and Comp- 
trollers, Houston, Texas 

Association of Bank Women, Houston, Texas 
National Security Traders Association, Miami Bilt- 
more Hotel, Miami, Florida 

Congress of American Industry, New York City 
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JEPFERSON COUNT, TEXAS 


Ophers You: 


eA PLACE TO WORK. Advantages: Deep water channels to 
the Gulf, inland barge waterway joining the Mississippi, good 
rail transportation facilities, ample economical power, native- 
born labor, temperate climate. 

Results: Southwest's greatest concentration of oil refining 
(six plants with 450,000 barrel daily capacity) and shipping 
(40,000,000 cargo tons moved last year). Swift industrial de- 
velopment and expansion. 
eA PLACE TO PLAY. Advantages: Coastal and inland recre- 
ational facilities. Sixty-mile frontage on salt water, open and 
up unrestricted sandy beaches easily available, inland streams for 
fresh water fishing. 

Results: Unexcelled salt water sports angling for tarpon, 


\ 


cre- 


een kingfish, ling, amberjack, and many species of smaller fish. 
‘the (Largest fish caught in Gulf on rod and reel was taken off \} 
> In [Jefferson County last year.) Boating, golf, tennis and other K 
sports the year ‘round. 
ized eA PLACE TO LIVE. Advantages: Mild climate with average i “4 
rold growing season of 321 days. Excellent public and parochial NOD 


-on- | schools, junior college, business and radio schools. Comfort- 
— able homes, numerous churches, attractive parks. 
Results: Steady growth of happy, home-loving population. 


¢ We invite you to visit Jefferson County. Drive through acres 
of industrial plants, cross the South’s tallest highway bridge, 
sample the diversions awaiting you here. You will find a visit 


enjoyable and instructive. 
, SS 
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JEFFERSON COUNTY 
BANKERS ASSOCIATION 


THE FIRST NATIONAL BANK, BEAUMONT, TEXAS 
AMERICAN NATIONAL BANK, BEAUMONT, TEXAS 

SECURITY STATE BANK & TRUST CO., BEAUMONT, TEXAS 

NX FIRST NATIONAL BANK, PORT ARTHUR, TEXAS 

1 «QC ALVESTON MERCHANTS NATIONAL BANK, PORT ARTHUR, TEXAS 


‘ FIRST NATIONAL BANK, PORT NECHES, TEXAS 
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The Southwestern Empire 


By RONALD STUART KAIN 


The author is a widely known research expert and writer on 
current affairs. 


HE Gulf Southwest is one of the most rapidly develop- 

ing producing areas of the United States. In population 

~ and wealth, as well as in productive capacity, it is forg- 

ing ahead at a faster tempo than most of the eight or ten 

other natural economic units into which the country may be 
divided. 

The enterprise and vigor of its inhabitants are matched by 
the richness of its mineral resources, the fertility and extent 
of its farming lands, the wealth of its pastures and forests, 
the increasing variety of its industries. Favored likewise by 
climate and by water routes providing easy access to the 
markets of the nation and the world, the Southwest is truly 
an imperial domain. 

This thriving economic empire radiates confidence born of 
past progress and the future’s bright promise. Its people are 
cheerful, optimistic, open-handed. Nurtured in the glamor- 
ous traditions of the frontier, they are adventurous, instinc- 
tively hospitable, and intensely proud of their stirring 
history. 

Educational and cultural activities are actively supported 
and liberally endowed. The universities of the region attract 
national attention. In the rapidly growing, modern cities of 


the Southwest, urban sophistication blends with the hardy, 


unpolished frontier. Well dressed merchants, bankers, ind 
skilled professional men mingle on the streets with sun- 
bronzed cowpunchers and strapping oilfield workers. 

Then, too, the Southwest bears the indelible impress of 
more than a century of contact with the colorful Spanish- 
Indian civilization of Mexico. Old Spanish missions; the 
prevalence of Spanish-Mexican customs, cookery, expres- 
sions and place names; and the picturesque Mexican quar- 
ters of many cities and towns give the region an atmosphere 
all its own—a distinctive personality that lures an increasing 
stream of tourists from other parts of the nation and even 
from Europe. And with the opening of the Mexican section 
of the Pan-American Highway, the Southwest assumes rap- 
idly growing importance as the gateway for trade and cul- 
tural relations with Mexico and all Latin America. 

The Texas Centennial Exposition at Dallas in 1936 and 
1937 and the Frontier Exposition at Fort Worth in 1936 
focused the nation’s attention upon the phenomenal prog- 
ress of Texas and the Gulf Southwest during the past cen- 
tury. This year the American Bankers Association gives 
further recognition to the economic advance of this region by 
holding its Annual Convention in Houston, Texas, Novem- 
ber 14-17. 


SAM HOUSTON’S NAMESAKE 


HOUSTON epitomizes not only the business enterprise and 
tremendous economic development of the Gulf Southwest 
but also its recreational and cultural advantages and color- 
ful history. Named after the valiant General Sam Houston, 
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OxLAHOMA CITY will be 50 years old next 
April. It has a quarter of a million population. In 
the center of a rich farming and live stock region, 
it has two of the country’s major packing plants. 
One of the world’s largest oil fields is on its door- 
step. The city’s combined bank deposits, June 30, 
1938, were $103,688,922.52. 


Sixteen planes and 48 trains and other carriers, 
plying in and out daily with U. S. mail, enable 
Oklahoma City’s banks to serve correspondents 
quickly and efficiently over a wide-spread area. 


«FIRST NATIONAL BANK & TRUST CO. » LIBERTY NATIONAL BANK 
« TRADESMENS NATIONAL BANK 
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who won independence for Texas at the historic Batt!e of 
| San Jacinto on April 21, 1836, the city is situated in the Ke 


vs southeastern part of the Lone Star State on the Houston ff Ne 
Bankers and Oil Men ship channel some 55 miles from the outer bar of Galveston ; 


| Bay. It is one of the fastest growing cities and leading ports 


| of the United States, the world’s greatest spot cotton mar- 

‘ket, the chief industrial center of southern Texas and the tin 

| county seat of Harris County. che 
Zz] /} Houston’s population is now estimated at over 410,000, an J tao 

: |increase of more than 40 per cent since the 1930 census, [7 


| which recorded 292,352 inhabitants. It has almost doubled in r 

population since the American Bankers Association conven- sol 

tion was held there in 1927. ind 

| The ship channel is the key to the city’s amazing growth. an 

| Buffalo Bayou, a shallow, meandering tidal stream, has been ¥ reg 

| converted by years of labor and an expenditure of over $25,- iy, 

| 000,000 into a giant waterway through which vessels of gir 

20,000 or more tons pass under their own power. The channel tur 

is 55 miles long from the outer bar to the turning basin four ter. 

1a” paves miles east of the city and has a bottom width of 70 feet at Ff | 

“the Oil ins iS e WOT ved Ok- the narrowest point. It was completed as a 25-foot channel pet 
deat Oil CPA. \ wie ce in 1925 and has since been widened and deepened to 34 feet. Banc 
jahoma during A light-draft canal links the turning basin with the city FB gle, 
Bank naturally proper. che 
i , HOUSTON’S TRADE a the 

tos of HOUSTON now ranks first among the cotton exporting fore 

ports of the country, third in the total exports shipped The 

re (ne abroad, and fourth in the aggregate commerce handled. In tior 

the latter category, only New York, Philadelphia and Du- chit 

luth-Superior surpass it. In 1935 the water-borne exports of and 

this thriving port totaled 3,393,000 short tons out of 8,469,- of t 

000 tons shipped from all Texas ports. It handled 909,000 in 

is Bank 18 Amet- fof the 1,318,000 tons of imports entering all Texas ports by and 
pecializing a water. In addition, it shipped 12,983,000 tons of goods and acct 

) its, Sr all oil @ received 1,109,000 tons in the coastwise trade during the 000 
hos point to same year. 

the é Sout ks interested Some 2,500 vessels enter the ship channel annually—an ing 

greater to b ban average of seven each day—laden with tropical products and ogn 
in oi} | a bewildering variety of manufactures from the industrial Ing 
ay | centers of the world. They clear for the cities of the Atlantic nat 
te. ee |seaboard and a thousand overseas markets with the raw Nat 

— ‘materials and manufactures that flow to Houston from a of t 
H | |The United States Government controls the production of Still 
“ ‘> © helium, which centers in Texas. Below, Navy tank car loaded rival 
"ai with gas 
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vast hinterland, extending northward to 
Kansas and Nebraska and westward to 
New Mexico and eastern Arizona. Ship- 
ments of cotton, petroleum and its 
products, wheat, rice, cottonseed oil and 
meal, meat products, minerals and ores, 
timber products, scrap iron and steel, 
chemicals and machinery tax the city’s 
modern and continually expanding ex- 
port facilities. 

The ship channel is by no means the 
sole basis of Houston’s commercial and 
industrial activity. As the metropolis of 
an important oil and cotton producing 
region, and the focal point of an exten- 
sive network of railways, highways and 
airlines, the city is a natural manufac- 
turing, distributing and financial cen- 
ter. 

[ts industries include numerous 
petroleum refineries, cotton compresses 
and warehouses, flour mills and grain 
elevators, fertilizer plants, cement and| 
chemical works. A $5,000,000 mill for! 
the manufacture of paper from the pine) 
forests of East Texas is projected.| 
There are railroad repair and construc-| 
tion shops, rice mills, foundries, ma- 
chine shops, and important printing| 
and publishing plants. In 1935 net sales} 
of the 4,452 wholesale and retail stores| 


in Houston aggregated $444,895,000) 
and in 1936 bank debits to individual! 
accounts amounted to a total of $2,223,- 
000,000. 

Leaders of Houston’s important bank-| 
ing establishments have won wide rec-| 
ognition for their services to the bank- 
ing business as well as to the State and| 
nation. Jesse Jones, chairman of the| 
National Bank of Commerce, publisher 
of the Houston Chronicle and owner of| 


Still to be found in Texas are ranches 


rivaling Delaware or Rhode Island in|} 


their size 


many of the city’s skyscrapers, hotels 
and theaters, is more widely known as 
chairman of the Reconstruction Fi- 
nance Corporation and a figure in na- 
tional politics. F. M. Law, president of 
the First National Bank and past 
President of the American Bankers 
Association, is again serving as general 
chairman of the local committee in 
charge of arrangements for the 1938 
Convention—a post he filled with con- 
spicuous ability and success in 1927. 
The Convention will be held this year in 
the Music Hall, one of the auditoriums 
in the great new Coliseum, the main 
hall of which seats 20,000 persons. 


Houston boasts numerous other civic 
centers and places of recreational and 
historic interest, as well as a mild and 
equable climate; roses bloom the year 
round and strawberries ripen in Febru- 
ary. 

It is proud of its wide and well 
paved streets, the pleasant driveways 
along the bayous, its 2,500 acres of 
parks, its library, art museum and out- 
door theater, its modern office build- 
ings, hotels and night clubs. Three 
miles from the center of the city is the 
beautiful campus of Rice Institute. 
Established in 1912 with a $10,000,000 
endowment left by William Marsh Rice, 


IN THE LARGEST STATE 


extends greetings to those who will attend the Houston A.B.A. 
Convention. Texas, with its vast natural wealth, thriving indus- 
tries, and scenic beauties, is ready to welcome you — and our 
representatives look forward with pleasant anticipation to the 


renewing of old friendships, and the making of new ones. 


First NATIONAL BANK 
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it now has a plant and productive funds 
valued at some $15,000,000 and pro- 
vides free tuition to about 1,350 
students. 

The battlefield of San Jacinto, where 
General Houston with 743 frontiersmen 
defeated Santa Anna’s army of 1,600 
Mexican veterans, lies 22 miles south of 
the city on the banks of the ship chan- 
nel. A state park since 1906, it is now 
adorned by a 564-foot memorial shaft 
dedicated April 21, 1937, to the heroes 
of the victory that fixed the frontier of 
the United States at the Rio Grande. 
The shaft, which is slightly higher than 


the Washington Monument, cost $900,000. ‘ 


From the battlefield, it is only a short 
drive to the Gulf of Mexico and Galves- 
ton, a cotton shipping port and resort 
city of some 53,000 inhabitants, famed 
for its splendid beach and tarpon fish- 
ing. Here the pirate Jean Lafitte estab- 
lished his chief rendezvous early in the 
last century. And here in 1900 a great 
hurricane, blowing steadily inland for 
18 hours at a velocity reaching 135 
miles per hour, hurled the raging Gulf 
upon the defenseless city. More than 
5,000 persons were drowned and prop- 
erty valued at $17,000,000 destroyed. 
Now Galveston rests secure behind a 
great sea wall seven and one-half miles 


TRIANGLE 


Texas has over a million more cattle than people, and produces about 10 per cent 
of the nation’s beef 


long, 17 feet high, and five feet thick. A 
new $2,000,000 causeway makes the 
city easily accessible from the mainland. 


OTHER THRIVING CITIES 


NO less important economically, and 
no less interesting from the tourist’s 
point of view, are the thriving cities of 


TO THE DELEGATES 


WE EXTEND A HEARTY WELCOME 


TO TEXAS 


AND THE WISH THAT THEY HAVE 
A PROFITABLE AND ENJOYABLE 


CONVENTION 


AMICABLE LIFE 
WACO, 


INSURANCE Co. 
TEXAS 


the interior. Dallas, site of the Federal 
Reserve Bank of the Eleventh District 
and chief financial and wholesale dis- 
tributing center of the Southwest, is a 
rich, progressive city of over 260,000 
inhabitants. Smart shops, imposing sky- 
scrapers, excellent restaurants and nu- 
merous cultural facilities proclaim its 


_ modern spirit. It supports a symphony 
| orchestra and one of the best “little 


theaters” in the country. 
A short 33 miles west of Dallas is its 
hustling, rough-and-ready rival, Fort 


| Worth, leading grain and livestock mar- 
| ket of the United States. Architectur- 
| ally Fort Worth is modern, but spiritu- 
| ally it is closely linked to the cattle 
| country and the frontier. Austin, the 
| political center, with its huge capitol of 


pink Texas granite, has one of the larg- 


| est and best state universities in the 
| country. 
| 10,000; the endowment, aided by oil 
| discoveries on school lands, totals about 
| $33,000,000. 


The enrollment is nearly 


San Antonio is a tourist’s delight. 


| There is a large and picturesque Mexi- 
| can quarter, a number of fine old Span- 
| ish missions, the ruins of the former 
| Spanish Governor’s palace, and, of 
| course, the historic Alamo, “shrine of 
| Texas liberty. 
| bustling oil and commercial center and 
| nearby are a number of well known 
| military airfields, including Randolph 
| Field, the $11,000,000 “West Point of 


” The city is now a 


the Air’. Scores of other points of his- 


| toric, scenic or economic importance 


dot Texas and the other soutl.western 
states. 

Houston and Galveston are but two 
of the 14 deep-water ports of Texas. 
Like Houston, most of them are man- 
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made and draw commerce from the 
hinterland extending halfway to the 
Pacific and the Canadian border. Large 
sea-going vessels ascend the Sabine- 
Neches waterway along the Texas- 


Louisiana boundary to Port Arthur, | 


Port Neches, Beaumont and Orange. 
These ports constitute the world’s great- 


est oil refining center, fed by the fabu- | 


lously rich East Texas field. They ex- 


port not only petroleum and its various | 
products but also timber products from | 
the East Texas pine belt, scrap iron and | 


steel, rice and other farm produce. 
Texas City, on Galveston Bay, is an oil 


and cotton-shipping port. It also im- | 
ports much raw sugar for purification in | 


its large refinery. 


SULPHUR MINING 
TRAVELING southward from Texas 


§ City along the splendid beaches of the | 
| Gulf Coast, one comes to Freeport, ex- | 
port center for the world’s largest sul- | 
phur mining region; Port Arkansas, an- | 
other oil shipping center; Corpus Christi, | 


chiefly a cotton port but handling also 


sulphur, lead and other products, in- | 


cluding the chemicals produced by its 


$7,000,000 alkali plant; and finally, near 


the Mexican border, Port Isabel and 
Brownsville, through which pass the 
citrus fruits, truck crops, cotton and 


livestock products of the immensely | 


productive Rio Grande valley as well as 
the metals of northern Mexico. 
Port Isabel and Brownsville, the new- 


| est ports opened by Texas enterprise, 
were made accessible to ocean-going | 


ships in 1935 and 1936, respectively. 
Brownsville is reached by a 28-foot 


channel extending 17 miles from the | 
Gulf and costing, with its turning basin, | 


about $3,000,000. A more ambitious 


project to make the Trinity River | 


navigable as far as Dallas and Fort 


Worth in northeastern Texas is now | 
under consideration. The Intracoastal | 
Canal, completed as far as the Galves- | 
ton Bay region in 1933, is to be extended | 
southward to Corpus Christi and even- | 
tually to Brownsville, linking all Texas | 
ports with those of the Mississippi and | 


Ohio Rivers. 


Even with its existing port facilities, | 
Texas is a close rival of New York State | 
for supremacy in the tonnage of goods | 
exported. It also enjoys a growing | 
trade with Mexico through such border | 
cities as Brownsville, Laredo and E] | 
Paso. In 1935 the Texas Gulf ports | 


alone exported one-fourth of the total 


tonnage shipped from the United | 


States, and in 1934 the Texas ports and 
cities along the Mexican border handled 
18 per cent of the value of all United 


States exports. The Southwest customs | 
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| Orleans, accounted for 22.7 per cent of 
| the nation’s exports and 6.9 per cent of 


district, extending from E] Paso to New 


the imports, by value, in 1935 as against 
21.5 and 5.8 per cent, respectively, in 


| 1929. 


A GIGANTIC AREA 


CONSIDER for a moment the size and 
economic position of the great south- 


Convention 
and 
Welcome to 
Texas 


* 


WACO CLEARING HOUSE 
ASSOCIATION 


Waco, Texas 


Every member of your board will 
profit by reading this November Con- 
vention issue of BANKING. 


A lim- 
ited number of additional copies have 
been printed and are available at 25¢ 
each postpaid. 


| western empire in which most of this 
| trade originates. The states of Texas, 
Oklahoma, Arkansas, Louisiana and 
New Mexico, popularly known as the 
Gulf Southwest, comprise nearly one- 
fifth of the land area of continental 
United States. The population of this 
region increased from about 6,700,000, 
or 8.8 per cent of the nation’s, in 1900 
to 12,600,000, or 10.3 per cent of the 
total, in 1930. These three decades saw 
a 100 per cent increase in the Gulf 
Southwest as against a 60 per cent rise 
for the country as a whole. The region’s 
urban population showed an _ even 
greater relative growth from 2,000,000 
to 4,500,000 (125 per cent) in the dec- 
ades 1910-30, as against an urban in- 
crease from 42,000,000 to 69,000,000 
(64 per cent) for the entire country. 
Yet the Gulf Southwest today sup- 
ports only a small fraction of its poten- 
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tial population. Texas alone would hold 
all of the 130,000,000 people of the 
United States if it were as thickly settled 
as Massachusetts. Its biggest county 
(Brewster) is larger than Connecticut 
and Rhode Island combined, and there 
are 254 counties in the Lone Star State. 

The far-flung limits of this one state 
contain a pine timber belt the size of 
Indiana, a sub-tropical coastal district 
as large as South Carolina, a plateay 
region from 3,000 to 4,000 feet in alti- 
tude and 75 per cent cultivable which 
is equal in area to Pennsylvania, an- 
other farming region in central and mid- 
western Texas as large as Ohio and 
Kentucky combined, an area the size of 
Tennessee in the Edwards plateau of 
South Central Texas devoted to live- 
stock raising and diversified farming, 
and a mountainous region to the west of 


the Pecos River as extensive as West prow 
Virginia. 

Small wonder that Texas can boast a 
greater diversity of climate, flora, 
fauna, and geographical characteristics 
than any other state in the Union. Its cent 
natural resources and productivity aref State 
commensurate with its size. Texas} $528. 
easily leads the other states in the pro-— and 
duction of petroleum, cotton, cattle, mant 
sulphur and a score of lesser products. near! 
It recently challenged the world to sur- coun 
pass a 183-pound Texas watermelon No 
and a Texas grapefruit 26 inches in cir- likel 
cumference. Such bounteous sources of State 
natural wealth explain the fact that the F lion 
income of Texas in 1937 increased by 12 cred 


per cent as compared with 1936, while Tex: 
the income for the United States asa} reset 
whole rose only 6 per cent. sesse 
been 
BLACK GOLD lease 
| THE dynamic factor behind the rapid mine 
| economic advance of the Gulf South-f stat 
west is the region’s tremendous petro- 
leum deposits. Since the oil industry 
| started in earnest with the discovery of EAC 
the Spindletop field in Texas in 1901,it F  sout 
has been primarily responsible for the F grea 
rapid increase in population, the expan- dep: 
sion of trade, the growth of large com- mor 
| mercial centers. Petroleum furnished fielc 
the capital for the rise of manufacturing bou 
industries. It gave a powerful stimulus — crea 
to highway construction, the spread of if 
education, and to general civic and cul- f Tex 
tural progress. Under the impetus pro- foil 
vided by the increasing flow of “black 193 
gold”, the Southwest changed froma 451 
colonial to a partly industrialized econ- F and 
omy within a quarter of a century. And 413 
with this change came new mental atti- Th 
tudes, revised political ideas, a trend J rev 
toward new social and economic policies. abc 
Due largely to its oil output, the I 


Southwest in 1935 accounted for 28 per 
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BLACK STAR 


Texas has produced over half of all the United States cotton | 


exports. Since 1850, the Lone Star state has shipped abroad 
over 180,000,000 bales 


cent of the value of all minerals produced in the United 
States. In that year Texas, with a mineral output valued at 
$528,069,238, surpassed Pennsylvania, long the chief mining 
and mineral producer. Petroleum refining is the leading 
manufacturing industry of the Southwest, which in 1935 had 
nearly 40 per cent of the refining capacity of the entire 
country. 

Nor is petroleum’s preponderant réle in the Southwest 
likely to diminish. The proved oil reserves of the United 
States on January 1, 1936, were estimated at nearly 13 bil- 
lion barrels, of which the Gulf Southwest and Kansas were 
credited with nearly nine billion barrels, or 67.3 per cent. 
Texas alone has almost half the total proved American oil 
reserves (5% billion barrels) and in the Panhandle it pos- 
sesses the world’s greatest natural gas fields. Oil fields have 
been discovered from one end of Texas to the other—oil 
leases cover nearly one-fourth of its area—and the precious 


mineral is distributed almost as widely in the neighboring | 


states. 


NEW WEALTH 


EACH oil deposit opened up furnishes new lifeblood to 

southwestern business and finance. The bringing in of the | 
great East Texas field at the beginning of the recent world | 
depression enabled Texas to ride out the economic blizzard | 


more easily than her sister states. The important Rodessa 
field was discovered along the Texas-Arkansas-Louisiana 


boundaries in 1935 and 1936 and is now coming into in- | 


creased production. 

In April of 1938 new oil wells were being completed in 
Texas at an average rate of 38.4 daily. Between 1866, when 
oil was first discovered at Nacogdoches, and January 1, 
1935, a total of 126,619 wells were drilled at a cost of $2,342,- 
451,000; of these 82,700 struck oil, 4,551 struck natural gas 
and 39,378 were dry. From 1900 to 1936 the state produced 
4,189,766,000 barrels of petroleum valued at $4,736,000,000. 
The industry provides about 56 per cent of the state’s tax 
revenues, employs about 135,000 persons and supports 
about 1,000,000 persons directly and indirectly. 


From the great natural gas fields of the Panhandle, pipe- | 
lines transmit gas under high pressure to the chief cities of | 
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THE FIRST NATIONAL BANK in 
Houston extends a hearty welcome 
to visitors to the 64th annual con- 
vention of the American Bankers 
Association. This issue of Banking 
tells you much about Houston; and 
you will see even more: your visit to 
our city will acquaint you with new 
opportunities, new resources, with 
a new center of American industrial 
and commercial life... . We be- 
lieve that you will take away with 
you an impression of a city soundly 
built and soundly growing; we also 
want you to remember Houston as 
one of the most hospitable cities 
you've ever visited. So while you are 
here, we hope to have the pleasure 
of seeing you, not only at the Con- 
vention but also at the Bank. If there 
is anything any of us can do to make 
your stay in Houston more pleasant, 
please let us know. 


FIRST NATIONAL BANK 


in Houston 


Member Federal Deposit Insurance Corporation 
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Colorado, Wyoming, Kansas, Iowa, 
Minnesota, Missouri, Illinois and In- 
diana. In 1936 the Panhandle and other 
Texas gas fields produced nearly 843 
billion cubic feet valued at $101,046,- 
000. Of this about 670 billion cubic feet 
were treated for the extraction of gaso- 
line, yielding 500,094,000 gallons val- 
ued at $17,050,000. Approximately one- 
fourth the total output was burned in 
the production of carbon black, worth 
more than $11,000,000. The value of 
the natural gas wasted in Texas fields 
alone is estimated at some $90,000,000 
annually. 

The preeminence of the Gulf South- 


west in the sulphur industry is even 
more striking. The United States ac- 
counted for 78 per cent of the world’s 
1936 output. Of the total American pro- 
duction of sulphur in the same year, 
Texas accounted for 85 per cent (1,724,- 
284 long tons) and Louisiana for most 
of the remainder. Texas has extensive 
iron deposits but no coking coal. If an 
efficient process for the use of lignite, 
natural gas or oil in iron smelting is 
ever discovered, the Southwest may 
well become a base for heavy as well as 
light industry. 

Extending from the Panhandle to the 
Pecos Valley in western Texas are im- 


Da Yee Tha: 


7 Isc is the center of a trade territory 
4 V 4 comprising 29% of the entire state‘s 
farea,BUT 40% of its population ... 


127 real and personal property 
pea47260% of its effective buying in- 
comerpmand 40% of its retail sales. 


TUUSASIS: THE OIL CAPITAL OF 
with headquarters for 
44¥majormoil companies. 
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this territory with complete 
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mense deposits of potash, expected in 
the not distant future to play a vital 
réle in restoring the depleted fertility of 
American farm lands. Most of the 
world’s supply of helium comes from 
deposits owned by the United States 
Government near Amarillo in the 
Panhandle. 
COTTON’S KINGDOM 

IN 1929 the Texas petroleum industry 
toppled King Cotton from his throne 
and took first rank as the greatest single 
source of income. A similar trend is evi- 
dent in Oklahoma and Louisiana. But 
cotton still rules a vast domain, in some 
respects much more important than the 
oil kingdom. It is still the main support 
of 2,700,000 Texans, or nearly half the 
state’s population. Texas has led all the 
other states in cotton production con- 
tinuously since 1880. Its farms even 
today yield nearly one-third of all 
American cotton and one-seventh of the 
world supply. The 1937 crop reached a 
thumping total of 5,230,000 bales worth 
$214,430,000. 

However, the relative importance of 
cotton in the agricultural economy of 
the Southwest has been declining in re- 
cent years, due to the decrease in its 
acreage and the growing production of 
wheat, rice, citrus fruits, sorghums, 
tomatoes, onions, spinach and other 
truck crops. Texas has also seen a sub- 
stantial expansion of dairying and 
poultry raising as well as an increase in 
such industrial crops as soybeans, tung 
oil, flax, hemp and castor beans. Not 
less than 100 different crops are grown 
in the Lone Star State on some 30,000,- 


Houston ranks first among the coun- 


| try’s cotton exporting ports, third in 
| total exports, and fourth in aggregate 


commerce handled 
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000 acres, which support two-thirds of 
the entire population. It is estimated 
that the cultivated area could be 
doubled without resorting to completely 
marginal lands, particularly if irrigation 
is extended. 

Irrigation of the fertile alluvial soils 
of the lower Rio Grande Valley during 
the past two decades has converted a 
region of arid brush wastes into thriv- 
ing, thickly settled communities, spe- 
cializing in the growing of citrus fruits 
and truck crops for northern and east- 
ern markets. The “‘ Magic Valley” pro- 
duces every month of the year, but 
principally in the Winter and early 
Spring. Early potatoes and other truck 
crops are normally shipped in March, 
when they command premium prices. 


A LAND OF FLOCKS 


DESPITE the advances of mining and 
agriculture, the Southwest remains a 
great pastoral region. The movies and 
innumerable books have popularized 
the colorful, adventurous history of its 
cattle industry during the palmy days 
of the last century. From 1867 to 1890 
the Chisholm and other famous Texas 


trails delivered 10,000,000 cattle to | 


northern packing houses and the stock 
ranges of the northern Great Plains. 
It is not so well known that today 


Texas leads all other states in the num- | 


ber of its cattle, sheep, goats and mules, 
as well as in the production of wool and 
mohair. Its pasture lands total some 
98,000,000 acres—slightly less than the 
combined area of the New England and 
Middle Atlantic States. Ranches rival- 
ing Delaware or Rhode Island in size 
are still to be found. Before it was par- 


Texas grows not less than 100 different 
crops on some 30,000,000 of her acres 


TRIANGLE 
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titioned in 1935, the King Ranch in the 
lower Rio Grande region comprised 
1,250,000 acres, with 125,000 head of 
cattle and enough wire fencing to 
stretch from Boston to Chicago. 

But though authentic cowboys, con- 
temptuous of their Hollywood imita- 
tors, still ride its ranges, the Southwest 
is already advancing into the secondary 
stage of industrial development, par- 
ticularly in eastern Texas. In the six 
states of Texas, Oklahoma, Louisiana, 
New Mexico, Arkansas and Arizona, 
manufacturing establishments employed 
an average of 231,805 persons in 1935 
and paid total wages of $196,499,617. 
The value of the industrial products of 
Texas increased 50 per cent during the 
decade from 1920 to 1930, as against a 
9 per cent rise in the value of all Ameri- 
can manufactures. In 1937 the gross 


income of Texas from its manufactur- 
ing industries was $1,250,000,000, a six- 
fold increase since 1910. 


MANUFACTURES 


MOST southwestern factories are en- 
gaged in converting into finished and 
semi-finished products the bulky raw 
materials unsuited for shipment to 
more distant manufacturing centers. 
But a start has been made in the manu- 
facture of textiles, chemicals, machin- 
ery and similar goods representing a 
higher stage of industrial production. 
Many new industries are in process of 
establishment, notably one for the man- 
ufacture of newsprint and other paper 
from yellow pine. The 10,615,000 acres 
of pine forests in East Texas are capable 
of producing 10,000,000 cords of pulp- 
wood annually, enough to support 
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AMARILLO 
TEXAS 


Helium Capital 


of the World 


The Hub 
of the Panhandle 


Serving a section of great nat- 
ural resources. Home of the 
largest gas field, and greatest 
carbon black industry in the 
World. In second largest oil 
field area in the World; oil wells 
flowing liquid gold, gas at a 
rate equivalent to coal at $1.00 
per ton. The center of a section 
that can raise enough Wheat to 
feed one half of the United 
States, and produce enough 
Cetton to clothe the other half. 
The Hereford cattle capital of 
Texas, and other resources that 
make it a wonderful field for 


the investment of capital. 
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ASSOCIATION 
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AMERICAN NATIONAL BANK 


FIRST NATIONAL BANK 


a fairly large-scale paper industry. 

What a startling transformation the 
Southwest has witnessed during the 
past century! In 1821, when Stephen F. 
Austin founded his first colony of 
Americans in Texas, there were prob- 
ably not more than 10,000 whites 
Spanish and American—in the entire 
region west of the Sabine and Red Riv- 
ers. As late as 60 years ago the South- 
west was still a semi-wilderness, har- 
assed in parts by outlaws and hostile 
savages, cradling such men as the 
Texas Rangers, who could “ride like 
Mexicans, trail like Indians, shoot like 
Tennesseans and fight like the devil.” 

But 1917 found the single state of 
Texas populous enough to furnish 
200,000 first-class fighting men to Uncle 
Sam’s World War armies. Today the 
southwestern economic empire is a lusty 
young giant, vigorously laying the 
foundations for new wealth and power. 
It fulfills with unsurpassed effective- 
ness its traditional réle as the prodigal 
supplier of raw materials to the indus- 
tries of the world. In addition, it is tak- 
ing steps to exploit its own rich and 
rapidly expanding market for manufac- 
tured goods in competition with the 
industrial North and East. Already the 
burgeoning manufacturing industries of 
the Southwest look toward Latin 
America and overseas markets for addi- 
tional outlets for their products. 


Facts About Texas 
and the Southwest 


HE Federal Reserve Bank of the 
Eleventh District at Dallas has 
branches at Houston, San Antonio and 


El Paso. Waco, Fort Worth and Galv\ es- 
ton are Federal Reserve cities. 


* * * 


Savings and other time deposits of 
Texas, Louisiana, Arkansas and Obla- 
homa aggregated $557 ,400,000 in 1930, 
$374,600,000 in 1934 and $402,200,000 
in 1936. Savings deposits reported by 
116 banks of the Dallas Federal Re- 
serve District as of April 30, 1938, 
totaled $160,071,149, an increase of 3.3 
per cent since Apr. 30, 1937. Houston 
banks reported savings deposits of 
$28 605,513; Dallas, $26,096,451; San 
Antonio, $17,572,768. 


* * * 


Resources of 793 commercial banks 
in Texas insured by the F.D.L.C. to- 
taled $1,524,776,000 on December 31, 
1937. Deposits were $1,349,137,000 
(demand, $924,439,000; time, $207 ,020,- 
000 excluding interbank). Loans and 
discounts totaled $459,389,000, a gain 
of $56,123,000 over the total for Decem- 
ber 31, 1936. 

* 

Texas ranked ninth among the states 
in the number of Federal income tax 
returns filed for the tax year 1936. The 
Texas returns increased from 135,739 
for 1935 to 160,314 for 1936. The tax 
rolls of the state totaled $3,191,608,321 
in 1935. 

* * 

Out of 15,580 active banks in the 
United States in June 1937, Texas had 
874, Oklahoma 401, Arkansas 223, 
Louisiana 146, New Mexico 41 and 
Arizona 13. The total assets of all U. S. 
banks were $68,941 ,069,000, while those 
of all Texas banks were $1,481,337 ,000, 
Oklahoma $495,727,000, Louisiana $468,- 


Fort Sam Houston, at San Antonio, is the largest army post in the country. Head- 
quarters for the 8th Corps Area, it covers 3,330 acres 
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960,000, Arkansas $188,116,000, Ari- 
zona $89,288,000 and New Mexico 
$59,607,000. The respective figures for 
total deposits were: United States $59,- 
922,370,000, Texas $1,300,720,000, Okla- 
homa $444,890,000, Louisiana $419,- 
011,000, Arkansas $163,387 ,000, Arizona 
$81,830,000 and New Mexico $54,974,- 
000. 
* 

Texas produces about 40 per cent of 
all United States oil and nearly 20 per 
cent of the world supply. Oil lease rent- 
als alone in Texas amount to about 
$15,000,000 annually. During 1934, 
owners of oil land and royalties in Texas 
were paid $102,000,000 for bonuses, 
rentals and royalties, a sum greater than 
the value of any of the state’s farm 
crops except cotton. Expenditures of 
the Texas oil industry in 1933 were 
estimated at $560,000,000, including 
$200,000,000 for materials, supplies and 
services and a payroll of $150,000,000. 
On January 1, 1935, the state had some 
50,000 miles of oil pipe lines, laid at a 
cost of $450,000,000, and 207 refineries 
representing an investment of $400,000,- 
000. The refineries had an average 
straight-run capacity of 1,010,269 
barrels daily and an average cracking 
capacity of 550,998 barrels daily. 

The East Texas oil field, largest in 
the world, has about 20,000 wells. Its 
discovery in 1930 converted numerous 
East Texas towns into cities of over 
10,000 population almost overnight. 

The deepest oil well in the world in 
1935 (12,786 feet) was in Upton County, 
Texas. In 1936 the same well held the 
distinction of being the world’s biggest 
producer. 

* * * 

Texas produces from 6 to 9 per cent 
of the entire raw material output of the 
United States and about 2 per cent of 
the manufactures. Besides its oil, sul- 
phur, iron, coal and other basic miner- 
als, the state possesses valuable deposits 
of fullers’ earth (used in making lubri- 
cating oils), mica, and salt. 


* * * 


Texas has about four-fifths of all the 
Angora goats in the country and pro- 
duces four-fifths of the mohair. It also 
leads the nation’s turkey-raising indus- 
try, shipping about 1,600 carloads to 
market annually. 


* * * 


Texas has over a million more cattle 
than it has people, and it produces 
about 10 per cent of the nation’s beef. 
The value of all livestock on Texas 
farms on January 1, 1938, was $356,- 
532,000, divided as follows: 7,245,000 
cattle and calves, $174,705,000; 740,000 
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mules and mule colts, $69,684,000; 
1,444,000 milk cows, $49,096,000; 9,400,- 
000 sheep and lambs, $45,830,000; 
714,000 horses and colts, $45,373,000; 
1,542,000 swine, $12,400,000; and 3,050,- 
000 goats and kids, $8,540,000. Almost 
the entire wool clip is shipped to New 
England in the raw state. 


* * 


For the first quarter of 1938, the cash 
farm income of five southwestern states 
from sale of the principal farm products 
and from Federal benefit payments 
was: Texas, $87,448,000; Oklahoma, 
$29,942,000; Louisiana, $17,868,000; 


Arizona, $13,993,000; New Mexico, 
$6,808,000. For the four states of 
Texas, Louisiana, Arkansas and Okla- 
homa, the cash income from farm crops 
in 1935 was $477,500,000 and from 
livestock $266,300,000. At the 1935 
agricultural census, Texas had 501,017 
farms operated by 211,440 owners, 
286,103 tenants, 76,468 croppers and 
3,474 managers. The average acreage 
per farm was 274.6 and the average 
value of each farm was $5,137. 


* * * 


The area under irrigation in Texas 
increased from 516,120 acres in 1920 to 
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798,917 acres in 1930. In the latter year 

existing irrigation projects were capable 

of supplying water to 1,177,416 acres. 
* * * 


Normally, more than half the total 
value of Texas crops is exported to 
foreign markets. The Lone Star State 
has for many years produced over half 
of all United States cotton exports. 
Since 1850 it has shipped abroad over 
180,000,000 bales of cotton, which 
provided the clothing for about 15 to 20 
per cent of the world’s civilized popula- 
tion during that period. The state’s 
cotton acreage, however, has declined 


(Reg. U. S. Pat. Off.) 
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from 16,913,568 acres in 1929 to 12,- 
664,000 acres in 1937. 


* * * 


Louisiana, Texas and Arkansas pro- 
duce four-fifths of the United States rice 
crop. The 1937 Texas grapefruit crop— 
8,900,000 boxes valued at $7,120,000— 
represented a six-fold increase over the 
average yearly production for 1928-32. 
About 2,500 carloads of tomatoes are 
shipped annually from Jacksonville in 
East Texas, the largest single point of 
origin of tomato shipments in the 
country. Uvalde, Texas, home town of 
Vice-President Garner, is the world’s 
largest honey center, most of the honey 
coming from cotton blossoms. Texas is 
also the country’s chief source of pecan 
nuts and the pecan is the state tree. The 
bluebonnet, incidentally, is the state 
flower. 

* * * 

Texas has an important outdoor rose- 
growing industry, which produces an- 
nually about six million plants, valued 
at around $1,000,000, and ships them to 
all parts of the United States for perma- 
nent planting. 


* * * 


From a peak production of 2,230,- 
000,000 board feet in 1907, the Texas 
lumber output declined to about 650,- 
000,000 board feet in 1935—produced 
by 381 sawmills. The state now ranks 
from sixth to eighth among the lumber 
producing states. The joint Federal- 
state timber conservation program was 
greatly extended in 1934-35 by the 
establishment of Sam Houston National 
Forest in the heart of the East Texas 
pine belt. 


There are 230 kinds of fish in the 
waters of the Gulf Southwest. The 
tarpon and jewfish are the best salt 
water game fish and they are plentiful 
off the Texas coast. The waters of the 
Gulf yield about 2,000,000 pounds of 
food fish annually, not counting some 
1,800,000 pounds of shrimp and ap. 
proximately 50,000 barrels of oysters, 


* * * 


On January 1, 1936, Texas had about 
16,660 miles of mainline railway track, 
21,042 miles of highways, and 1,393,710 
automobiles and trucks. In 1934 motor 
trucks and busses operating in the state 
carried 4,144,177 passengers and 885,- 
537 tons of freight. 


* * * 


The open country, warm Winters 
and relatively clear atmosphere make 
the state ideal for aviation purposes. 
There are 13 U. S. Army air fields in 
Texas and about six commercial air 
lines operate in or through it, including 
a transcontinental trunk line and a 
branch line of Pan American Airways 
extending via Brownsville to Mexico 
and the Central American countries. 


* * * 


Artesian wells supply water for many 
Texas cities, including Houston, the 
Convention city. 


* * * 


The mean normal temperature of 
Texas is 74 degrees in the extreme south 
and 56 degrees in the northernmost 
reaches of the Panhandle. Rainfall 
ranges from 50 inches per year in the 
Sabine Basin region to less than 10 
inches at E] Paso. 


A Texas stand of southern pine, use of which in making newsprint has vast 
commercial possibilities 
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The wilderness forming the Big Bend 
region of western Texas is called the 
last United States frontier. It is famous 
for the beautiful scenery of Los Chisos 
(The Ghosts), a range of mountains in 
Brewster County; for the Santa Helena 
Canyon of the Rio Grande with its 
1,800-foot vertical walls, and for the 
Shafter silver mine which has produced 
almost continuously for half a century. 


* * * 


The racial distribution of the popula- 
tion of Texas at the 1930 census was: 
Whites, 4,283,491; Negroes, 854,964; 
Mexicans (mostly of Indian origin), 
683,681. The state’s population increase 
from 4,663,228 in 1920 to 5,824,715 at 
the 1930 census was due largely to the 
opening of new wheat and cotton areas 
in West Texas and the great expansion 
of truck crops and citrus orchards in the 
lower Rio Grande valley. 


* * * 


There were 896 publications of all 
kinds issued in Texas in 1935. In the 
previous year, the state counted 75 
universities, colleges and professional 
schools, with 37,657 students and total 
receipts, including additions to endow- 
ment funds, of $17,671,000. 


* * * 


Flags of six sovereign states have 
been planted on the soil of Texas, 
namely France, Spain, Mexico, the 
Republic of Texas, the Southern Con- 
federacy and the United States. 


* * * 
Nearly a century before the Pilgrims 
landed at Plymouth Rock, the Spanish 


captain, Cabeza de Vaca, explored the 
Louisiana and Texas coastal region 


(1528-36). In 1540-42 Vasquez de Coro- | 
nado traversed the Staked Plains of the 
Texas interior in search of a reported 
Eldorado, and in 1542 members of De | 
Soto’s ill-fated expedition penetrated | 
into East and West Central Texas. The 
Spaniards did not permanently occupy | 
Texas, however, until after the Sieur de 
la Salle founded a short-lived French 
colony at Matagorda Bay in 1685. 


* * * 


The word “Texas” is believed to 
come from the Spanish transliteration | 
of an Indian word meaning “friends”. | 


* * 


The first permanent Anglo-American 
settlement in Texas was founded by 
Stephen F. Austin at San Felipe de 
Austin on the Brazos River in 1821. 
Fifteen years later the independence of | 
Texas from Mexico was proclaimed 
(March 2, 1836). Immediately after- 
wards occurred the two outstanding | 
battles in the state’s history—the siege 
of the Alamo and the Battle of San 
Jacinto. The Alamo at San Antonio was 
captured March 6, 1836, after a heroic 
resistance, by the Mexican general, 
Santa Anna, who slaughtered every one 
of the 183 members of the garrison. On 
April 21 General Sam Houston brought 
the conflict to an end by crushing the 
Mexican army on the banks of the San 
Jacinto River, near the present site of | 
Houston, and capturing Santa Anna. | 


* * * 


Tabasco sauce is brewed on Avery 
Island off the Louisiana coast. Nearby 
are four of the largest salt mines in the 
world, which produced most of Louisi- 
ana’s output of 918,414 short tons of 
salt in 1936. 


The natural gas of the Panhandle oil region is burned in “thot houses” to produce 
the soot known as carbon black 
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Since the Last Membership List 


IHE American Bankers Association 

last Spring published a list of its 
members as of March 31, 1938. Follow- 
ing are the names of institutions which 
have been added between that date and 
October 13. 


ALABAMA 

Bank for Savings and Trusts, Birmingham. 
ARKANSAS 

Bank of Dover, Dover. 


CALIFORNIA 

Bank of America N.T. & S.A., Toluca Lake 
Branch, Burbank; Bank of America N.T. & 
S.A., Santa Fe and 49th Branch, Vernon; 
Bank of Amador County, Jackson; Central 
Bank, Fruitvale Branch, Oakland; Central 
Bank, Telegraph Avenue Branch, Oakland; 
First National Bank, Richmond; County First 
Savings Bank, Santa Cruz; Citizens National 
Trust and Savings Bank of Riverside, Rialto 
Branch, Rialto. 

FLORIDA 
Citizens Bank, Bunnell. 

GEORGIA 
Citizens Exchange Bank, Carnesville; Com- 
mercial Bank, Crawford; First State Bank, 
Blakely; First National Bank, Lawrenceville; 
Bank of Toccoa, Toccoa. 


ILLINOIS 
Lindner and Boyden Bank, Buda; First Na- 
tional Bank, Bunker Hill; Cosmopolitan Na- 
tional Bank of Chicago; Kaspar American 
State Bank, Chicago; DeWitt County National 
Bank, Clinton; Dewey State Bank, Dewey; 
First National Bank in East Peoria, East 
Peoria; Flanagan State Bank, Flanagan; Hoyle- 
ton. State and Savings Bank, Hoyleton; 
National Bank of Lanark, Lanark; First State 
Bank, Newman; Farmers and Merchants 
Bank, Pesotum; Rushville State Bank; Rush- 
ville; First National Bank, Tuscola; Farmers 
and Merchants State Bank, Virden. 
INDIANA 
Farmers and Merchants Bank, Clay City; 
Union Bank and Trust Company, Delphi; 
National Bank of Greenwood, Greenwood; Cit- 
izens State Bank, Jamestown; Woodburn State 
Bank, Woodburn. 
IOWA 
Auburn Savings Bank, Auburn; Farmers 
State Bank, Charter Oak; Dunlap Savings 
Bank, Dunlap; Hedrick Savings Bank, Hed- 
rick; Farmers Savings Bank, Martelle; First 
National Bank, Missouri Valley; Mondamin 
Savings Bank, Mondamin; Home Savings 
Bank, Persia; Farmers State Bank, Ridgeway; 
First Trust and Savings Bank, Wheatland. 
KANSAS 
First National Bank, Axtell; State Bank of 
Axtell, Axtell; Farmers National Bank, Beaver; 
Farmers State Bank, Blue Mound; Exchange 
State Bank, Douglass; Farmers and Merchants 
State Bank, Effingham; Peoples Exchange 
Bank, Elmdale; Security State Bank, Eskridge; 
Huron State Bank, Huron; Isabel State Bank, 
Isabel; State Bank of Kelly, Kelly; State Bank 
of Lancaster, Lancaster; Lyons State Bank, 
Lyons; Olpe State Bank, Olpe; Paradise State 
Bank, Paradise; Citizens State Bank, Seneca; 
Farmers National Bank, Victoria; First Na- 
tional Bank, Waverly; Galatia State Bank, 
Galatia; First National Bank, Goff. 
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KENTUCKY 


Brownsville Deposit Bank, Brownsville; 
Kentucky State Bank, Carrollton; Commercial 
Bank of Dawson, Dawson Springs; Bank of 
Gilbertsville, Gilbertsville; Citizens Bank, 
Kuttawa; First State Bank, LaGrange; Central 
Exchange Bank, Lexington; Farmers Bank, 
Milton; Citizens Bank, Morehead; Planters 
Bank, Mortons Gap; West Side Savings Bank, 
Newport; Nortonville Bank, Nortonville; State 
Bank of Stearns, Stearns; Bank of Williams- 
town, Williamstown. 


LOUISIANA 


Guaranty Bank and Trust Company, Pon- 
chatoula. 


MARYLAND 


Takoma Park Bank, Washington D.C.P.O., 
Takoma Park. 
MICHIGAN 
West Michigan Savings Bank, Bangor; First 
National Bank, Cassopolis; Wabeek State 
Bank of Detroit; Detroit; National Bank of 
Eaton Rapids, Eaton Rapids; First National 
Bank, Evart; Community State Bank, Grand- 
ville; Grosse Pointe Bank, Grosse Pointe; 
National Bank of Hastings, Hastings; First 
National Bank, Lawton; National Bank of 
Richmond, Richmond; Romeo Savings Bank, 
Romeo; United Savings Bank, Tecumseh; 
Home Savings Bank, Trenary; Utica National 
Bank, Utica; First Commercial Savings Bank 
of Constantine, White Pigeon. 


MINNESOTA 

Avon State Bank, Avon; First State Bank, 
Bayport; Security State Bank, Bemidji; Black- 
duck State Bank, Blackduck; Buffalo National 
Bank, Buffalo; Peoples State Bank, Cambridge; 
Chokio State Bank, Chokio; Empire State 
Bank, Cottonwood; Crookston Trust Com- 
pany, Crookston; State Bank of Danvers, 
Danvers; American State Bank, Erskine; 
Farmers State Bank, Fosston; Pope County 
State Bank, Glenwood; Goodhue State Bank, 
Goodhue; First National Bank, Good Thunder; 
First State Bank, Grove City; Farmers State 
Bank, Hayward; Security State Bank, Hector; 
Norman County State Bank, Hendrum; Secur- 
ity State Bank, Howard Lake; Security State 
Bank of Kenyon, Kenyon; State Bank of 
Kimball, Kimball; State Bank of Lake Elmo, 
Lake Elmo; Security State Bank of Marine, 
Marine-on-St. Croix; Security State Bank, 
Maynard; State Bank of Milan, Milan; Chi- 
cago-Lake State Bank, Minneapolis; Mer- 
chants State Bank, North Branch; Farmers 
State Bank, Pequot; First National Bank, 
Plainview; State Bank of Redwood Falls, 
Redwood Falls; State Bank of Rogers, Rogers; 
First National Bank, Verndale; American 
State Bank, Watertown; Farmers State Bank, 
Winger; Citizens State Bank, Winsted; First 
State Bank, Wyoming; Hardwick State Bank, 
Hardwick. 


MISSOURI 


Clifford Banking Co., Clarksville; American 
Trust Company, Hannibal. 


NEBRASKA 
Citizens Bank, Bancroft; Security National 
Bank, Laurel; Shickley State Bank, Shickley. 
NEW JERSEY 


Guarantee Bank and Trust Company, 
Marine Atlantic Safe Branch, Atlantic City. 


NORTH CAROLINA 

Bank of Ahoskie, Ahoskie; Guaranty Bank 
and Trust Company, Belhaven; Bank of Biscoe, 
Biscoe; Bank of Bladenboro, Bladenboro; Wac- 
camaw Bank and Trust Company, Clarkton; 
Surry County Loan and Trust Company, 
Dobson; Waccamaw Bank and Trust Com- 
pany, Fairmont; Hertford Banking Company, 
Hertford; Durham Bank and Trust Company, 
Mebane Branch, Mebane; Surry County Loan 
and Trust Company, Mount Airy; Bessemer 
City Bank, Mount Holly Branch, Mount 
Holly; Farmers Bank, Pilot Mountain; First 
Citizens Bank and Trust Company, Richlands; 
Bank of Rowland, St. Pauls; Waccamaw Bank 
and Trust Company, Southport; Merchants 
and Farmers Bank, Statesville; Farmers Bank 
of Sunbury, Sunbury; Durham Bank and 
Trust Company, Wake Forest Branch, Wake 
Forest; Peoples Bank and Trust Company, 
Whitakers; Guaranty Bank and Trust Com- 
pany, Williamston; Peoples Bank and Trust 
Company, Zebulon. 


NORTH DAKOTA 
First State Bank, Page. 


OHIO 
Union Bank of Commerce Company, Cleve- 
land; Portsmouth Banking Company, Ports- 
mouth. 
OKLAHOMA 
First State Bank, Davidson. 


PENNSYLVANIA 


Bedford County Bank, Alum Bank; Sunbury 
Chapter, A.I.B., Sunbury. 


TENNESSEE 


Sweetwater Bank and Trust Company, 
Sweetwater. 
TEXAS 
Hillcrest State Bank of University Park, 
Dallas; Security State Bank, Hedley; First 
State Bank in Seagraves, Seagraves; Citizens 
State Bank, Wheeler. 


UTAH 
Beaver City Bank, Branch of Milford State 
Bank, Beaver; Midvale Branch of Sandy City 
Bank, Midvale. 
VIRGINIA 
Eastern Shore Citizens Bank, Painter; Bank 
of Phenix, Inc., Phenix. 


WASHINGTON 


Bank of Aberdeen, Aberdeen; Almira State 
Bank, Almira. 


WEST VIRGINIA 


First National Bank, Parsons; Webster 
Springs National Bank, Webster Springs; 
Center Wheeling Savings Bank, Wheeling. 


WISCONSIN 


Peoples Bank, Antigo; Bank of Barron, 
Barron; Bank of Cameron, Cameron; Guardian 
Mutual Savings Bank, Milwaukee; Bank of 
Osceola, Osceola; Shell Lake State Bank, Shell 
Lake; Farmers State Bank, Stetsonville; Wis- 
consin Valley Trust Company, Wausau; State 
Bank of Withee, Withee; Farmers State Bank, 
Bangor; Bank of Holmen, Holmen; Exchange 
State Bank, LaCrosse. 


MEXICO 


Banco Mercantil, S. A., Ensenada, Lower 
California; Banco Mercantil, S. A., Tijuana, 
Lower California. 
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Yuma stage leaving Fort Worth 
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Betting on the Bullfight” 


Cotton wagons, Elm Street, Dallas 
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Sam Houston The fight at The Alamo 
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COLONEL DAVID CROCKETT. 


; | O country has been so productive of the genuine backwoodsman as our own. 
We do not mean a mere clodhopper — every land is full of them — but such 
men as Cooper’s original for Leather Stocking and Harvey Birch, or Judge Hali- 
burton’s Sam Slick; men whose birth was obscure, and whose education was neg- 
| lected, but whose “ natural gifts,” as they say in Yankeedom, were of a high order, 
| and who, had they been educated, would have been among “the great men” of the 
| nation. 
Such a man was Davin Crockett, the eccentric, laughter-loving, fun-making back- 
woodsman, of whom more amusing stories are told than of any other man in our 
country. He was born at the mouth of the Limestone River, in Greene county, 
East Tennessee, on the 17th of August, 1786. He was of Irish descent. The cli- 
mate of his birthplace seems to have had no effect in destroying the real natural 
humor, which appears in every passage of our hero’s life—and his father took a 
prominent part in the revolutionary war, shedding his blood freely for the establish- 
ment of our national independence. At the time of David's birth, East Tennessee 
was a mere wilderness. Of course the boy grew up without the means of education, 
save such as an occasional month at some rustic school, or the lessons taught him 
in his rude home, afforded. 
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An interstate drill competition in Houston in the 1850's 


San Antonio, Texas. 


The Largest and Must Prosperous City in Texas 


POPULATION OVER 50,000. 


A great railroad centre; finely paved strects, cas, 
electric lights, sewers, horse and electric street rail- 
ways; best hotels in the state; fine theatres; In fact, 
all possible improvements. 


LIBERAL INDUCEMENTS MADE 
TO SECURE 


Manufacturing Enterprises. 


Shipping facilities unsurpassed ; cheap fuel; excelient 
and unfailing water power available. 

Climate mild, dry, healthful and unsurpassed the 
year round, and always tempered in summer by delicht- 
ful Gulf breezes. A perfect paradise for winter tourists, 

A visit to the historic Alamo, the old Spanish Mis. 
sions, and the Mexican quarter alone worth the trip 

For full information concerning climate,attractive- 
ness, inducements to secure manufacturing enterprises, 
real estate and general investments, address 


Secretary of Citizens’ Committee, 
Secretary of Manufacturers’Association, 


or any of the following business houses: 


San Antonio Express. Elmendorf & Co. Hardware. 
San Antonio Times, Joske Bros., Dry Goods. 
San Antonio Light. San Antonio Br’g Ass'n. 

San Antonio Nat'l Bank, Crystal Ice Mfg. Co. 
Maverick National Bank. Bexar Brick & Tile Mfg. Co. 
D. Sullivan & Co.,Bank’rs Wm. Cameron & Co. Lumber 
Southern Mortgage Co. H. Cunningham & Co., 

C. K. Breneman, Att'y. Boots and Shoes. 
West End Town Co. S. Dutsch & Co., F’g Goods. 
E. B, Chandler, Real Est. Adolph Dreiss, Druggist 
Proprietor Menger Hotel. Geo. Dulling, W. Grocer. 
San Antonio Gas Co. Thos. Goggan & Bro., Pianos 
San Antonio St. R’'y Co. Riedell & Co., Crockery. 
Alamo Iron Works. G. R. Stumberg & Co. 
Nic Tengg, Books and Stationery. 


SA N A N TO N ' re) TUGWELL & KINGSLEY 
for the purchase and sale of Real Estate in Texas and Mex- 
ico. Syndicates formed and all business for non-residents 
provoptly attended to. San Antonio Property and 
Large Bodies of Land a Specialty. 


Loans negotiated on gilt-edge se- 
curity. Correspondence solicited. T E xX AS. 


SAN ANTONIO McCRACKEN, 


. in Landsand Mines 
in the United States and Mexico has for sale Large 
Blocks Fine Agricultural and Grazing Lands in the State of 
Texas and Republic of Mexico, also Gold, 

Silver, Iron, Manganese and Coal Mines. TEX AS. 


LAREDO, T EXAS 


The Cateway to and from 
the Republic of Mexico. 


Is nature’s grand outlet for the-manufactured pro- 
ducts of the United States and nature’s grand inlet for 
the mineral and raw products of Mexico. For the cheap 
delivery of the raw material necessary for the success- 
ful operation of iron and all textile industries, Laredo 
holds a position unsurpassed, every material being 
found in the immediate neighborhood. The very foun- 
dations of the city are upon inexhaustible coal beds, 
now being rapidly developed. A glahce at the map will 
show that there are no large cities within hundreds of 
miles of Laredo, and her favorable geographical loca- 
tion, being from 600 to 800 miles nearer the trade centers 
of both republics than any other frontier port, stamps 
her as the commercial entrepot between the United 
States and Mexico. 

Laredo is becoming a most important manufacturin 
point, having the following industries already locate 
and in operation: Woolen Mill, Wool Scouring Mill, 
Tannery, Boot and Shoe Factory, Ore Concentrating 
Works, Ore Songes Works, Cotton Gin and Milling 
Works, Mineral Water Bottling Works, four Ice Fac- 
tories, General Car and Machine Shops of the Mexican 
National Railroad, the largest west of the Mississipp!, 
three large Brick Yards and several smaller establish- 
ments ; a large Cotton Factory is now being erected by 
a New England syndicate. 

Laredo offers to the Capitalist, Merchant, 
Manufacturerand Mechanic Opportunities 
for Investment, Bu-iness or Manufacturing 
such as no other City in the Southwest can 
offer. 

The city is well supplied with ratlroad facilities and 
hotel accommodations, has Holly system of water 
works, two electric light compantes and one of the best 
equipped electric motor street railways in the U. 5. 

POPULATION, | : IMPORTS AND EXPORTS. 


1886, 3,000. 1888, 6,000. | 1888, 88,000,000 
1889, 12,000, 1889, $10,543,000 


For Maps, Pamphlets, Rird’s Kye Views and Reliable 
Information of Laredo, address, 


THE LAREDO IMPROVEMENT CO. 
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You Like To Know 
KBOUT CANADIAN BUSINESS. 


the New York 
Agency of the Canadian Bank 
of Commerce you can obtain 
reliable information as to Cana- 
dian markets, trade conditions, 
locations for branch plants or any 
other phase ot > :siness activity. 


By means of our large network 


of branches throughout the Dominion, corporations, firms, and individuals 
we are well equipped fo assist and serve interested in Canada. 
FOREIGN EXCHANGE FOREIGN COLLECTIONS 
REMITTANCES LETTERS OF CREDIT 


ENQUIRIES INVITED 


THE CANADIAN BANK 


OF COMMERCE 


HEAD OFFICE: TORONTO 
S. H. LOGAN, President A. E. ARSCOTT, General Manager 
Established 1867 


New York Agency: Exchange Place & Hanover Street 


Cc. J. STEPHENSON 
N. J. H. HODGSON 


BRANCHES THROUGHOUT CANADA and in OTHER COUNTRIES 


Branches outside Canada: New York; San Francisco; Los Angeles; Portland, Ore.; Seattle; 
London, Eng.; Havana; Kingston, Jamaica; Bridgetown, Barbados; Port of Spain, Trinidad; 
Newfoundland, and St. Pierre et Miquelon 
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